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MOTIVES AND STANDARDS IN INDUSTRY. 


THE University has placed on me the burden of the honour 
of succeeding famous men in the Chair of Political Economy. 
Their names show that many different fields and methods of 
economic study have been represented at Oxford. The first 
holder of this Chair, Nassau Senior, is generally assumed to have 
aimed in economics at the abstract and deductive method which 
is characteristic of the pure sciences. And in fact his contribution 
to the Encyclopedia Metropolitana is classed among the ‘“ pure 
sciences.” But his four elementary propositions are inductive 
statements, and his reasonings are not formal inferences so much 
as expanded proofs of them. The main contention of Senior 
was rather the purely positive and provisional nature of economic 
results. The facts concerning wealth are left for the wider study 
of legislation to compound with other facts in the making of 
human welfare. As regards public policy, the economist must 
practise his own “abstinence,” for policy is too intricate to be 
determined on economic grounds alone. If Senior somewhat 
straitened his own study, that was not the self-assertiveness, but 
rather the self-denial, of a specialist. To Thorold Rogers we 
owe, in the first place, the challenge of assumptions which are 
not guarded by historical and inductive study, so as to show how 
far they are true of any human society, and how far only of a 
society that has grown up in a particular way; and, in the second 
place, the emphasis on the right use, as distinct from the plentiful 
growth, of national wealth. His massive and fascinating his- 
torical studies are among the permanent possessions of economic 
literature ; and the historical school of economists is now a strong 
foundation. The title of his book on Practical Political Economy 
indicates the development that took place here under Bonamy 
Price. He was a popular expositor; but though it was his 
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expressed purpose to substitute for scientific methods the 
“intelligent observation ” of ordinary things, he may fairly be 
said, in a classical idiom, to have sometimes escaped his own notice 
in being scientific. 

Of the work of my immediate predecessor, it is becoming 
to speak with the respect due to an acknowledged master; and 
with the gratification of knowing that the debt to Professor 
Edgeworth of economic analysis is still to be increased. There 
is science so far as there is measurement. Human motives, when 
they aim at making some result the greatest possible, or when 
they withdraw from action because some other result is becoming 
indifferent, though they act freely, act under law. And while 
no one more than Professor Edgeworth has set forth — these 
tendencies with trained and scrupulous precision, the setting is 
rich with widely sought classical allusion and literary grace. 

All these aspects of economic study—the deductive, the 
historical and the practical—are necessary to the proper treatment 
of the problems of human wealth and welfare. It is essential 
to keep close relations with the human sciences of ethics, psych- 
ology and politics. The most widely quoted of the classics— 
Smith and Mill—were not solely economists. The relation to 
present-day facts is understated by Bonamy Price when he 
calls it intelligent observation. There can be intelligent observa- 
tion of a Treasury issuing currency notes, or a broker arranging 
a straddle on the cotton futures market. Some economic study 
finds its motive in the fascinating intricacies of such proceedings. 
But much more is motived by critical observation of economic 
results; such, for example, as is obtained by living in an East 
End Settlement, or from reading Dickens, or from living through 
a succession of great strikes. I would express my own obligation 
to teachers not only such as Alfred Marshall and James Ward, 
under whom [ sat; but such as Toynbee Hall, and the city of 
Manchester, the heart of the industrial North. 

The responsibilities of this Chair are increased by special causes 
at the present time. The economic aspects of public affairs 
are always becoming more important, and this is in some ways a 
grave result, because it means that in politics rival interests are 
taking the place of rival views of patriotism. But it is a necessary 
result, not to be evaded by banishing Political Economy to Saturn, 
since it is obsolete to suppose that a thing can only act where it is. 
We may yet see, if not an economic Parliament, at any rate 
something of the nature of a standing economic Commission. 
The academic study of economics, in relation to the complex 
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conditions under which economic issues arise in public affairs, 
may be conipared to the training schools of the Army; a degree 
of precision and discipline is enforced, which cannot be fully 
acted on in the line, but which makes for order and regularity. 
But in the human sciences especially, the thing studied is changing 
by forces that are only partly economic, and even economic 
evolution cannot be far foreseen. The economists of to-day 
are therefore just as likely to differ from those of fifty years ago, 
and from each other, and from those of fifty years hence, as the 
physicists, biologists, or theologians. The service of science is 
to collect the clearest truth of its time, and to make the nearest 
estimate of tendencies. The whole economic question is so vast 
as to call for some such division of work as now exists in the 
teaching of chemistry or engineering; and this development is 
now taking place in England. This brings me to mention a 
special responsibility of this Chair at the present time. Finance, 
and the structure of industry, are the two large questions which 
the war has thrust upon us. The former, having lost its auto- 
matic gearing, has disclosed its relation to the social problem of 
employment. For the complete study of both, the University 
has laid a foundation in the new School of Economics, Philosophy 
and Politics. To that, men and women will come, not only from 
this country but, as they come to Oxford, from everywhere, 
many of them already well equipped. At the best, I believe the 
school requires definite provision for the teaching, with some 
specialism, of industry and of mainly public finance. Whether 
this provision is made by Colleges or by the University, we can 
hardly administer without it the economic side of a school of 
any size. 

I have chosen to devote this lecture to the consideration of 
some questions of motives and standards in industry; partly 
because it is a pressing question of general interest, but also 
because in some degree it affects the approach to the study of 
economics itself. It is usual to enter on the study of any science 
in the spirit of hope; but a well-known remark of Carlyle placed 
political economy apart. Just as relativity has been said to 
be due to Einstein, so teachers of economics seem often to be 
held responsible for some aspects of the facts which they teach. 
The root of this is the special motives which are supposed to 
influence those who engage in industry, especially as leaders, and 
which cast a sinister spell over the minds of those who go any 
length with the impartial study of industry. To some extent, 


in fact, the current coin of language has been debased, the 
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critique of industry having prejudiced the use of even such 
ordinary terms as profit, capitalism, surplus, supply and demand. 
The work of a teacher is made more difficult because it is necessary 
not to depart far from ordinary language, though in that language 
economic terms are being, often designedly, clothed with threat 
and suggestion. There is a critique of industry, based on its 
motives and standards; and it becomes explicit in the now 
frequently expressed idea that industry should be conducted like 
a profession. 

Of course this reflects, as it is meant to reflect, on the prestige 
and dignity of modern industry. The general level of social 
morality, it is implied, is lower than average in that great occupa- 
tion. Yet it is the greatest field of life and character and work. 
It ought to rank among the highest and most honourable of human 
activities. It requires faculties of constructive ability, resource, 
leadership, and knowledge of men, to a degree not exceeded even 
in politics. It does the hardest work of the nation, under the 
greatest nervous strain. Its leaders have in recent years broken 
the ring of professional politics, and assumed responsibilities 
which no one else could have discharged. Yet there is a reserve, 
an idea of exception, even in the modern acceptance of the 
business genius. It is not the same in every country. To some 
extent it appears to depend on the degree of contact between 
industry and the Universities. That contact is much closer, 
for example, in the United States than in this country; it is 
there much more usual for the business man to be a college 
graduate. Critical ideas about industry are likely to develop 
in Universities mainly devoted to training for the professions. 
And so industry “ ought to become a profession ’’; to that level 
must be raised the standards and motives of the world which 
trades, competes, bargains, and, above all, advertises. 

Tried by certain tests, the standards of industry are believed 
to be getting worse. Of course, this is a difficult result to accept 
of any human organisation over a long time. Human philosophy 
assumes in general an evolution from less to more perfect standards, 
from a less to a greater personal freedom. Yet over a long period, 
since the days of the old gilds, industrial standards are held to 
have been lowered ; and distinguished public men have described 
the result, in certain of its bearings, as an outrage and an insult 
to personality. It has been said that you cannot accuse a nation ; 
here is the accusation of a whole epoch of evolution. Even at 
some cost in purely economic efficiency, critics of the existing 
order often seem prepared to repurchase the industrial ideals 














1923] MOTIVES AND STANDARDS IN INDUSTRY 5 


that are attributed to earlier and simpler times. But the ‘‘ merrie 
England ” fallacy is a form of the fallacy known in economics as 
“labour value,” but capable of being generalised as the “ far- 
fetched”’ fallacy; hence a quotation from an English book is 
answered by one from a German, and crushed by one from a 
Russian or a Japanese, and the quaint language of an old writer 
seems truer for its quaintness. And so with the industrial ideals 
of long ago. Even then, however, people had to be prevented by 
regulation from engrossing, regrating and forestalling. 

Of course, it is always possible to say that the whole charge 
is too big to be probable, and that the strains and tensions of 
industrial life are simply not understood in the professions, or 
in social controversy. It all depends on the breadth and authority 
of the criticism. No one wishes to be supposed to make positive 
teaching the advocate of limited motives. Now the criticism is 
both broad and authoritative, and much of it has come from 
Oxford. The authority for the view that industry is based on 
principles that are an insult to personality includes distinguished 
leaders of the Church; and it was in this room only a few weeks 
ago that an eminent American writer and teacher ! repeated the 
criticism that industry must work up to professional standards 
of motive and conduct. 

In the social controversy on this question, and on the industrial 
changes which are thought necessary, there is a good deal of 
impatience with the attitude ascribed to professional economic 
teaching, especially if it is in the line of what is called orthodoxy. 
This cannot be helped; it is in the nature of the case. Political 
economy must keep distinct from political economics. The 
very charge that is made against the classical economists before 
Mill is that they allowed their teaching to be captured by the 
ideas of competition, freedom and efficiency, which had gained 
popular impetus through the industrial revolution; that they 
were not steady, but too quick to conform, and make out a case. 
The industrial position has now been changed by the growth of 
combination and of public control. Economists would do the 
very thing with which their predecessors are charged, if they now 
allowed themselves to be rushed into an apology for what is the 
loudest voice in social controversy. That is as great a danger 
as the danger of being driven into conservatism by excessive 
appreciation of the marvellous intricacy and organisation of 
great industries, a danger which I admit is considerable. 

The problem I have to take up involves the three ideas of 

1 Dr. Hadley, of Yale University. 
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motive, function and status in industry. They are involved 
with each other. First, as regards motive. The question turns 
mainly on the relation of self-interest to public service, considered 
as motives. 

The term self-interest, in economic controversy, tends to be 
used like a poison, and it is as well to say at once two things about 
it. First, that of course it is the immediate motive in industry 
as in the professions; it is the assumption on which correct 
statements of cause and effect are most likely to obtain. Second, 
that it is not an individual motive. The whole meaning of self- 
interest is to be gathered from such a study as is given by William 
James in his Psychology ; this will show how far astray it is possible 
to go in economics by neglecting psychology. The pursuit of 
self-interest is that of a whole system of interests, having a social 
radius, but maintained by the purposes and activities of an 
individual. Fame or reputation may be motives more narrowly 
selfish than the pursuit of wealth. 

There is so much discussion of this, and it is so general and 
theoretical, that it might now be fruitful if a positive study were 
made—in this way. Take at random a score of great businesses, 
obtain their reports over a period of years, and classify the 
subject matter of these reports. How much of them refers to 
profit and dividend? how much to labour interests? to 
what extent is the national service of the enterprise referred to ? 
Make an allowance for publicity, and there is some basis for a 
positive judgment on industrial motives. For example, of a 
number of reports taken at random one speaks first of the ancient 
standing of the business, going back for 130 years; then of the 
ideals of Lancashire as a centre of industry; of the vision and 
imagination which its development needs; of the world-wide 
reputation of their trade-marks as a guarantee of quality; of the 
profits of the year. Is this typical, or too favourable a picture of 
industrial motives? In another, the main question is the re- 
establishment in England of a trade which had been lost to the 
Continent. This, the report says, is well on the way to achieve- 
ment, and the business, it is claimed, has deserved well of the 
nation. The quality of their goods is claimed to be better than the 
Continent ever supplied. The report concludes: “ We are content 
to paraphrase Dr. Samuel Johnson’s statement and to say—We 
have here no mere collection of factories and furnaces, but the 
potentialities of wealth beyond the dreams of avarice.” Is 
this frank mixture of motives more typical? The answer to 
that must come from a properly critical and comprehensive study 
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of such declarations, supplemented by some direct knowledge of 
business leaders. 

What will emerge will be a relation of immediate to ultimate 
motives. The latter are generally assumed; they are perhaps 
more explicit than usual in the above quotations. This is no 
special feature of industry. A lawyer may have to seek to 
obtain the acquittal of a client who he thinks is guilty. The 
ultimate motive is that by this means the standards of the law 
are maintained, but he has also immediate and self-interested 
personal motives. A political party is immediately concerned 
with getting itself into office or keeping itself there, and the 
incidents of that competition may appear sordid and self-seeking ; 
it assumes that in the end such political competition is a public 
service. Industry has been based on the assumption of a similar 
relation between immediate and ultimate motives. Yet self- 
interest, while it is a general economic motive, has been taken 
to be par excellence the industrial motive. Industry is taken to 
be at any rate the great field of its abuse. To some extent, this 
is because there is a more general study of the conduct of industry 
than of the professions. Industry is a more massive social 
question; more people are affected in a more continuous way. 
Universities do not merely equip people for industry as for law 
or medicine; there is also a study of the industrial process of 
getting on, of competition and association and bargaining, which 
throws industrial practice into relief, and raises as regards industry 
in particular the general problem of the personal motive. There 
is no similar study of the professional problem, e.g. of getting 
briefs or a practice; no school of Theology gives lectures on 
preferment. Yet fundamental economic motives reach beyond 
industry. There is a very wide study of simply personal com- 
petition, of the qualities which in general create success, and of 
their relation to public service. That relation will not always 
be equally conscious; it will be least conscious where service is 
called for under conditions of greatest personal insecurity, and 
these are generally the conditions of industry. 

It is true that great leaders of industry are among those who 
admit the libel, and hold that it must be raised to the dignity 
of a professional service. For example, Mr. Hichens writes that 
‘‘if we are to solve the great industrial problems, it can only be 
by recognising that industry is primarily a national service, 
devoted to the good of the whole community.” But by this it 
turns out that he means compulsory limitations on profits and 
wages, advisory but not executive control for labour, and shorter 
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hours. And Mr. Rowntree defines national service in relation to 
industry as the production of such goods as will be most beneficial 
to the nation, a proper distribution, and a proper regard to welfare 
in production. But these programmes, in part very controversial, 
are a different idea from the critique of industry that it is an 
occupation on a lower than average level of social motives and 
standards. How do these leaders regard this criticism, that the 
idea of service in industry “ would emphasise that there are 
certain things, like advertising, which the ‘ service can’t do’ ”’ ?} 
Or “to snatch advantages, like any common business man?” 
It is this kind of professional attitude of which we have to ask 
whether it is attached to a genuine consideration of industry. 
Now it has been assumed that the immediate motive of self- 
interest has in industry as elsewhere worked well enough as a 
method of giving service. Industry has the double function of 
providing a livelihood and providing a service, and these functions 
are strictly co-ordinate. The livelihood motive (i.e. the profit 
or wage motive) and the service motive are both liable to per- 
version—into profiteering in the one case, and sweating in the 
other. On different grounds, the relation of these ideas has been 
supposed to make a workable system. Adam Smith brought in 
the “invisible hand,’ because he was a moral philosopher as 
well as an economist, and a Scotch one at that; then there was 
Bastiat, with the complete theory of harmonies. The modern 
words are not quite so favourable; the “ bye-product ” view 
of Mr. Hobson is typical. As a bye-product of the self-interested 
action of individuals, there results on the whole, he says, a 
satisfactory measure of public service, since competition keeps 
goods cheap and increases their variety. We take the interested 
motive and “harness” it, and it works for us well enough. 
Well, of course, and how else does anything work? Service 
cannot be rendered in general, but only in the adaptation of 
motives to ends. Subject to the ordinary standards of honesty, 
is the livelihood motive, whether called a profit motive or a wage- 
motive, an inferior motive? The author does not think we can 
supersede it; “the instinct should be harnessed to the car of 
social progress, and not treated as a baseness to be stamped out 
of a more elevated social system.” At the most, it is proposed 
to substitute for it the incentive of other rewards, still in order 
to get the “ bye-product ” of public service. Is it really fair, 
then, to speak of the public service as a bye-product at all? 
Results are got by methods. Regarding the whole field of 
1 Tawney, The Acquisitive Society, p. 196. 
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industry and its results, is it a balanced statement to say that the 
public service is its bye-product? Do people dine for pleasure 
or for health? Do they marry for love or to maintain the race ? 
A general critique of human nature would be a different thing. 
But we judge all activities by their life results, and the assumption 
in industry has been that daily practice has been adapted to 
produce public service. 

The question then becomes, whether there are conditions 
special to industry in which this assumption is no longer safe. 
The answer is, Yes; the development of great businesses upsets 
the prima facie assumption. This tendency is one of the main 
features of industry in the twentieth century. At the last 
census, 14 per cent. in number of the manufacturing establish- 
ments of the United States (there are no similar figures for this 
country), produced 50 per cent. of the value of manufactured 
products. This evolution has been mainly defensive, as a result 
of cheap transport, which cuts out the local advantages of smaller 
producers. It was not a neglected, unforeseen, surprise develop- 
ment which ought to compel the rewriting of economic science. 
On the contrary, the modern theory of competition was derived 
by Cournot from that of monopoly, by multiplying the mono- 
polists. But the assumption of public service was safe only 
until monopolistic conditions actually arose. By a well-known 
law of exchange, monopoly is the condition under which the 
greater profit can be derived from a smaller service. In the 
interests of service, therefore, there are two lines of policy: either 
to restore competitive conditions, or to impose public ownership. 
But the latter is not considered to be applicable to the industries 
that are most monopolistic, namely, the textile and chemical 
industries; it is freely debated with regard to mines, land and 
railways. The former, the restoration of competition, will 
probably lead to more moderate views of the function of com- 
petition, especially since, as compared with Victorian times, 
it is hedged by more equal bargaining power. But it will be 
very difficult to undo a great deal of the results of combination ; 
you cannot unscramble eggs. And, therefore, in this difficulty, 
the ideal of service has had to be independently stressed upon and, 
by implication, against industry. It does not follow; it must 
be appealed for. Certain powers of the law stand behind that 
appeal. A few abuses, and the appeal becomes an accusation 
of modern industrial standards. 

This development, however, itself increases in many ways the 
possibilities of public service in industry. The war showed that 
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the industrial principle, the treatment of industries as units, 
had many advantages. Everything which lessens insecurity 
can release effort in other directions. It is in the great establish- 
ments, with a large goodwill, and some buffer between them and 
failure, that there has taken place the development of welfare 
work. On the same lines, it is thought that the question of 
unemployment will be handled most adequately when each 
industry is organised and unified for the administration of its 
own schemes. In asking how this recent development will work 
out, for greater service or greater dis-service, we have before us 
the fact that legal methods of control have not been very success- 
ful. And great leaders of industry, hear and, as we have seen, 
sometimes accept, the appeal or the charge that some new 
standards of industrial practice should be self-imposed. 

For example, the new conditions are monopolistic rather than 
monopolised. There is competition, but it can be hampered. 
The test of service can only act if the consumer is free to choose 
between rival offers of service. But if industrial strength is 
used to prevent the access of rivals to the consumer at all, then 
standards are degraded. A great concern can say, “ You must 
deal with us entirely, or not at all,’ and the consumer cannot 
afford not to deal with it at all; or it can deliberately lose money 
out of its reserves in order to wreck a fair competitor. In 
some respects, we did not know all the possibilities of competition 
until the appearance of combination. It is to such operations 
as the boycott, the destructive rebate, the tying contract, the 
discriminated price, that the criticism of standards specially 
attaches. The United States Act of 1914 marks these as unfair 
trade, and forbids them; because they prevent the test of service 
from working. Making a profession of industry means organising 
the opinion of an industry, through its various associations, so as to 
create effective censure upon them. The cotton trade is already 
able to obtain a loyal observance of short time, even by works 
which could run full, in order to share the burden of unemploy- 
ment. This code of honour is to hand if, in England, methods 
of disservice are threatened through mainly foreign example. 

But, as a matter of honour, it is perhaps assuming too much 
to express this as the making of a profession of industry. There 
are professions from which British industry has nothing to learn ; 
will it be saved by adopting the lofty standards of conduct which 
prevail, for example, in politics? The test of service is a call 
to industry that, in the difficult and inevitable conditions which 
have arisen, it should save its own soul. To professional pride 
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there corresponds industrial pride, in those marks which dis- 
tinguish industry as an occupation—its inventiveness, resource- 
fulness and bearing of risks. To the claim that industry should 
be made professional in its standards, there might be a retort 
in the suggestion to make some professions more industrious 
in theirs.? 

But, because at least of the complexity of industry, is it anyway 
a sphere in which chivalry would be a condition of success rather 
than of failure? A large merchant told me that on strictly 
Christian principles he would certainly fail. What is the type 
by which the possibility is to be judged? Here is one type, the 
evidence of a magnate before an important Commission ; a locus 
classicus almost of his point of view :— 


“Do you think it fair that the consumer should pay a 
dividend to your company on all this extra capitalisation ?— 
I think it fair to get out of the consumer all that you possibly 
can, consistent with the business proposition. 

“You state that as an ethical proposition before the 
commission, and you have to stand on that ethical position 
for fair play. Now I want to know if you think it a fair ethical 
proposition, independent of the business view you put on it, 
that the consumer should pay dividends on this twenty-five 
million dollars of over-capitalisation?—I do not care two 
cents for your ethics. I do not know enough of them to apply 


them. 

“‘ Well, as a business proposition, is it right ?—As a business 
proposition, it is right to get all out of business that you 
possibly can.” 


Industry does produce this type. Is industry a system in 
which this type is likely to be permanently successful? Is it the 
proper standard of reference by which to judge of possibilities ? 

Having seen a good deal of industry and its leaders in this 
country and abroad, as a general answer I say, No. It happens 
that this particular individual was not paying a dividend. I 
think that the truth lies with another writer who says that 
industry, like other activities, requires for permanent success two 
kinds of faculties, the special and the social. Successful men he 
finds to be very distinctively human and social, above rather 
than below the average, and this is true of business as elsewhere. 
Of the bad types, the worst we can say is that they do not rise 
above their environment, they find the game going on, and play it 
according to the accepted rules. When badness seems to succeed, 


1 The recent Royal Commission suggests, as a reform, that the old Univer- 
sities should work for twenty-four full weeks per annum. 
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it is often because it is associated with something else that is 
good—system, perseverance, foresight. 

Because every social group is a partial interest, its standards 
are in some respects above, in others below the average of the 
community. In some circles a man is thought to be business-like 
if he answers his letters. I have heard an officer tell his section 
to ‘Lie down, please” ; but he was probably temporary. 
Industry is below average in some refinements that obtain in art, 
authorship, or low-risk professions. But it is above average in 
other qualities of great social value. Very great people, as Mr. 
Cooley says, not merely big people, have been strongly competitive 
people; he instances Lincoln. Of course, the very things which 
make industrial activity and competition attractive to some 
natures make it repulsive to others, who turn from it at a 
glance. We have recently had an example of a great business 
man’s ideas of portrait painting; some artistic writers like 
Ruskin have treated industry with as imperfect regard for its 
motif 2 

But I do not wish to minimise the modern problem of fair 
trade. Failing self-control, there is the Law; and the Law is an 
instrument of criticism as well as of control. The Factory Acts 
may be taken as a running criticism on some decades of evolution ; 
these requirements had to be imposed. The Mines Act of 1842 
included a clause that mine-owners must give inspectors proper 
access to the pits; this was an amendment in the Lords, after a 
great coalowner had said that the inspector could get down the 
pit as best he could, and when down, so far as the owner was 
concerned, could remain there. The Law is a criticism, because 
it is aimed not at the type, but at the worst case; it indicates not 
what is usual, but all that can be assumed. The grave problem 
of ensuring that industrial motives work out to public service 
can be settled by control on the industrial basis, as in the cotton 
trade, industry remaining jealous of the great qualities which 
distinguish it from the professions. Leaders and directors 
have, through the publicity of reports, an appeal against the 
insistence of shareholders. Many reports could be quoted to 
show this. It is on their morale that the decency of modern 
industry depends. Evolution is strengthening their position, 
especially through association with each other. The Universities 
can give them, not book-keeping, but the sense of historical 


1 Cooley, Personal Competition. Emphasises the general, extra-industrial 
range of problems that are often narrowed to industry. 
2 e.g. The “‘ whale and whitebait ’ argument in Unto this Last. 
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evolution, and the unforgettable judgments of Adam Smith, 
Mill and T. H. Green. 

There is a relation between the problem of service and of 
function. Industrial evolution has separated the shareholder 
by wide distances from the industry in which he invests. This 
result in itself is often made a matter of criticism, but in fact it 
implies a wide extension of the power of service. In two ways; 
first, because service is no longer limited, as in the early days when 
each man worked with his own property, by his own physical 
and nervous capacity; second, by the wide distribution of the 
service. Although some criticisms appear to imply that the 
result is undesirable, it would be an intolerable limitation if 
investment had to be localised. There goes with the separation 
a less direct personal relation between the ultimate employer and 
the work-people: but I think that work-people now desire to 
choose their own friends in their own way. We come nearer 
to what this criticism intends in the statement that, by this 
modern separation, industry now supports a “‘ functionless ”’ share- 
holder, who “lives on labour and not by it,” or who, in the words 
of the late Prime Minister, “‘ levies a private tax on industry.” 

This is not the time for technical argument, but what has 
generally to be decided is whether investment is an industrial 
function. I think it is; and that we cannot limit the industrial 
idea of function to personal exertion, mental or physical. We 
shall at once be involved in middle cases between the two, such 
as the question whether it is a function to take risks. Apart from 
the shareholder, there will then arise the question of insurance 
as a whole in relation to industry. And, of course, if we are to 
justify such phrases as “living on labour and not by it,’ the 
consequences must be faced; it makes no difference in principle 
to substitute a fixed shareholder’s remuneration called interest, 
for a fluctuating one called profit. 

I think that the real target of attack in this case is something 
different. It is that a great deal of function costs little or no 
effort or sacrifice; and if we follow that up, it results from a 
distribution of the national wealth the causes of which are only 
in part industrial. I do not suggest that, as has recently been 
urged, adequate funds for investment can only be obtained on 
the condition of great individual accumulations of personal wealth. 
But that question is partly one of such transfers as take place by 
inheritance, marriage, nationally organised gambling, and so 
forth. Partly, it is industrial; since the law of chances makes 
some investments more continuously fortunate than others, and 
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accumulates lending power and control. But industry itself 
does not and cannot look behind the function performed. The 
instrument devised to deal with the effort or sacrifice that is 
behind the function is taxation, which is a powerful form of direct 
action, and is coming to be recognised as an instrument, not only 
of revenue, but of ‘‘ constructive social ethics.” 

The third of my problems, however, arises at once. The 
question of status is that of the right to control industry. Why 
should this vest in the distant shareholder who has never seen the 
business, and not in those whose mental or physical labour 
operates it? There is a powerful demand for a review of this 
position. It has been suggested that in the end the positions will 
be reversed, that the nearer service of labour will employ capital, 
paying it off at a fixed rate, and governing the industry itself. 
One can imagine under these conditions a meeting on Tower 
Hill, presided over perhaps by Lord , of sweated capitalists, 
to protest against the reduction of the rate from 2 per cent. to 1}, 
and demand a Trade Board. But the present idea has not been 
worked out; it is not possible to guarantee standard rates to 
both capital and labour, unless the income of the industry is 
fixed and certain. Any solution is within the fact that risks 
must be taken by one side or both. 

The problem of status implies that the shareholder has too 
much function, or, since he often does not exercise it, that the 
workman has too little. And modern ideas of status turn on the 
question of what may be called a franchise in industry, or a 
constitution for industry. It is specially with reference to this 
that we have the strong statements, from important leaders of 
the Church, to which I have referred, that the existing arrange- 
ments are an outrage, an insult to personality. Industrial 
democracy is now an ideal that includes much more than it did 
when this phrase was applied to the growth of Trade Unionism. 
That growth has resulted in a dyarchy in industry, which is 
conducted on terms, rather than by a constitution; these terms 
being fixed by bargains between the two sides of this dyarchy. 
There is no better example of this than the first clause of the basis 
of discussion in the recent engineering dispute, which is as follows: 
‘“* The employers have the right to manage their establishments, and 
the Trade Unions have the right to exercise the proper functions of 
Trade Unions.” Is it possible to substitute for terms of settlement 
something more organic, creating a fair distribution of direct 
control of industry, and in effect creating an industrial franchise ? 

For historical reasons, if for no other, this is a proper question 
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to raise. There ought to be scrutiny of the credentials, because 
of the conditions under which capitalism grew up. Taking 
1770 as the beginning of the industrial revolution, there followed 
a whole century of industrial formation before the foundation 
of public education, a public franchise, and the definite acceptance 
of free bargaining. All these arose about 1870, by which time 
industry was fixed and set in the form of shareholders’ control 
and the wage relation. This century of unequal development 
means that it is very possible that the industrial result is biassed ; 
so that a review of it is natural. On general considerations, what 
is likely to happen under these conditions? At any rate we know 
how agricultural tenures were affected by them. It is note- 
worthy that schemes to modify the position by profit-sharing, 
beginning in 1866, have mainly been met with the difficulty of 
grafting them on to a system which by then had a different way of 
looking at relationships. Had such schemes grown with the growth 
of modern industry, beginning when it was still plastic, the holding 
of capital, and the control thereby obtained, might now have been 
a very different thing. The unequal development of the industrial 
and other sides of national life ought to prevent any merely 
fatalistic acceptance of the nature of modern industrial control. 
On the other hand, we cannot simply assume that the only 
right method of organisation for all forms of human activity is 
the political method. But this assumption is commonly made. 
For example, the “ insult to personality ’ in the present status 
is made to depend on the absence of a franchise of the political 
kind, whereby workmen would have through elected representa- 
tives executive control over their establishments or their industries. 
No amount of ‘terms of settlement,” it is held, is a proper 
substitute for this mark of personal freedom; no amount of 
*‘ advisory control”? on Works Committees or Whitley Councils 
is equivalent to it. But this transfer of ideas is too quick; 
industry is in its elements not similar to politics. For example, 
there is in politics practically no question of the citizen leaving 
the State because he dislikes the law, or of his ceasing to be 
available as a taxpayer or for defence; but in industry the 
withdrawal, or export, or failure to be forthcoming, of capital 
especially, is an important consideration. Industry is also a 
system in which some variety of form is essential—family concerns, 
co-operative bodies, pioneer enterprise, municipal trades, as well 
as the established joint-stock principle. In practically all cases 
industry is not simply an administration ; it is a different kind of 
thing. Its constitution must have reference to its own nature and 
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function. This can be shown by reference to the parallel cases of 
the Army, where no question of franchise can arise, and the Church. 
Mutatis mutandis, has the ordinary member of the Church more 
control over its policy and appointments than the ordinary worker 
has over those of industry? Has he a better franchise? I think 
that the comparison might modify some episcopal attacks on the 
constitution of industry. The question is a more difficult one 
than can be settled by calling industry an outrage and an insult. 

It is possible to consider the conditions of a complete franchise 
in industry; they are those of a complete partnership. This 
would mean, in the first place, that all the risks were distributed 
over all the parties, no one being entitled to remuneration on 
any standard or minimum whatever, but simply pro rata according 
to the amount of the divisible surplus. It would mean, in the 
second place, some method of equating a definite amount of 
invested labour with a definite amount of invested capital. It 
is possible to imagine this done, in spite of the variety of labour, 
by taking some grade as standard, and measuring from it, as 
is done in the cotton trade. This would be full partnership, and 
every partner, whether shareholder or employee, would have a 
voice in the executive and detailed policy of his firm or industry. 
In some industries, of course, the majority of votes would then 
be labour votes, in others shareholders’ votes; but they might 
cease to vote as separate interests. 

This is a theoretical construction of completely shared control 
or partnership. But, to bring it down to present conditions, 
the fact of partnership would still remain even if some modification 
were made in the method of remuneration of either party, provided 
there was no change in the basis. The fact that one partner 
was paid current wages, while the other waited for a dividend, 
would not by itself show a change of basis; provided the amounts 
received worked out the same, as if there had been a general 
dividend. Of course, as a question of method, labour has to be 
paid over short periods, because it has no reserve to wait on; 
but capital has, behind dividends, the ordinary earning power of 
the individual. The question is whether the method of wage 
payment ought to carry with it exclusion from voting rights; 
and that in turn is the question whether it is merely a method, 
i.e. a time advance, or whether it is also an alleviation of risk, 
ensuring to labour payments which it might not have obtained 
had it waited for the distribution of the realised surplus. That 
is to say, the fact that one party receives wages is not, prima facie, 
sufficient ground for the absence of a franchise. 
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In other words if, working from the idea of a complete partner- 
ship, you make a modification in the method of payment of some 
of the partners, that modification should not carry any disability, 
unless it also carries some privilege in another way. The argu- 
ment which would make this out would be concerned with risks, 
and would be a difficult one. It would have to show that some 
risks fall more heavily on capital, and less heavily on labour as 
a whole, than they would on the partnership method of division. 
It is not enough to say that capital takes control of industry 
because it takes the financial risk; that is a tautology, that 
capital takes the risk of capital. Consideration of pioneer risks, 
development risks, investment risks, and employment risks 
would create a problem of relative incidence of some difficulty. 
We should also have to consider the fact that risks fall on capital 
by an all-round distribution, but that those of labour are more 
concentrated on individuals through unemployment. But, at 
any rate, it would be difficult to make a case showing such 
distribution of industrial risks as fairly to give all the executive 
control to the investors of capital. 

Then is it right to hold that the problem of status is really 
the crux of these other questions of motive and function? Is 
there a usurpation of control, and a wrong refusal of a franchise— 
the result of inadequately guarded industrial evolution? It is 
executive control that is in question, what the Continental 
developments call real control, as distinct from advisory or, in 
their words, theoretical control. 

No, it is not right to hold this, because what would this status, 
or franchise, or share in control mean? It is usually supposed 
that it would result in some participation in the executive 
functions of direction, by directly elected representatives of 
labour. The result, however, would be more than this. If all 
parties came into rights of control, they would all equally come 
under that joint control. Capital and labour would not control 
capital; they would control labour and capital. What is now 
the sphere of the Trade Union would come under some degree 
of shareholders’ control. But for historical reasons, which have 
created the existing dyarchy, this result is most improbable. 
The separate organisation of labour in industry is now bound up 
with a political movement to which this separation is essential. 
That line of development is well defined and unlikely to be undone. 
In other words, whatever might be theoretically right, the fact 
is that the full results of industrial partnership would not now 
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It is possible to abandon logical ideas altogether, and, without 
infringing the independence of Trade Unions, create some degree 
of executive labour control simply as a practical solution of 
difficulties. As a practical fact, however, it is very open to 
question whether labour directors in individual concerns would 
sit; they would be involved in the competitive process of firms, 
whereas the loyalty of the workman is not primarily to his firm 
but to his Union. So great an industrial leader as Mr. Rowntree 
thinks it would not work. On councils of a whole industry this 
difficulty would not arise ; but the industry, for executive purposes, 
would then have been unified, and this cannot be forced on 
industry in general. I think we are bound by historical results. 
To the question, ‘‘ What is the way to Manchester? ”’ there was 
the reply, “If I was going to Manchester, I would not start 
from here.’’ Status must be developed on some other lines. 

This means—(1) that the industrial idea, that is, unification for 
advisory purposes, is extended, and that within this joint advisory 
control terms of settlement continue to be the rule; (2) that the 
idea might not only work down to Works Committees and District 
Committees, but possibly also up to some National Council 
of Industry, whose work was taken seriously. The Continental 
term, theoretical control, applied to this result does less than 
justice to its possibilities. The idea has so far been to make 
this development voluntary, except in quite unorganised trades ; 
it may be necessary to make it statutory. One National Industrial 
Council has perished of neglect, another was strangled at its 
inception ; the second part of the Mines Act has not been operated. 
That is all to the bad, fuel for unrest. But, with the exception, 
as I have said, of three fundamental industries, everything is 
converging toward this result as the next step, and, within the 
limits of historical results, the step which must be tried out. It 
can be of the greatest assistance for international consultation 
on industrial questions. Of course, it has nothing like the 
pretence of a new system. The development of industry, like 
that of personality, is the stages of a self-realisation which evolves, 
as T. H. Green taught, its own progress; subject, in the case of an 
organisation of persons, to the development of personal motives 
and standards themselves. That is a terminus of argument. 
Nobody knows much more of the land to which the ship would 
go than that it is “far, far ahead’”’; it is as true that the land 
she travels from is far behind. 


D. H. Macerecor. 




















GROUPING UNDER THE RAILWAYS ACT, 1921 


In the Railways Act, 1921, the short-lived Ministry of Trans- 
port, which, though it only came into existence in 1919, is already 
marked out for abolition, and its even shorter-lived head, the 
‘** business ’’ minister, Sir Eric Geddes, have built for themselves 
a monument which is certainly conspicuous and is likely to be 
lasting. Beginning with the recognition of the political fact that 
the United Kingdom has ceased to be united, and therefore deal- 
ing with the railways of Great Britain only, it introduces three 
changes, each of which separately may fairly be described as a 
revolution. 

(1) It combines all the main railways of the country together 
with the smaller companies within their respective areas into 
four new groups. 

(2) It sweeps away that legacy of a bygone and simpler age, 
the whole inextricably complicated system of statutory maximum 
rates coupled with a nominal freedom of the companies to vary 
rates within the maxima, and substitutes therefor a new Rail- 
way Rates Tribunal with plenary power to fix (and subsequently 
vary) such actual rates, fares and charges as may produce for 
each company a standard “ revenue,” fair both to the company 
and to its customers. 

(3) It recognises that the wages and conditions of employment 
of the staff engaged in an essential public service can no longer be 
regarded as a matter of private bargain—still less as matter for 
mere employers’ dictation—and establishes a hierarchy of councils 
and boards, culminating in a National Wages board in which 
representatives of the public have the final voice. 

In other words, Parliament has definitely asserted the right 
to intervene to secure in the public interest harmony and co- 
operation in railway management (1) by substituting for a 
welter of competing companies, ill matched alike in size, in finan- 
cial strength and in intrinsic resources, four strong organisations, 
each based on a semi-monopoly of an extensive territory, leaving 
it for the future to decide whether they will work their under- 
takings in co-operation, or, where their areas meet or overlap, in 
orderly and regulated competition ; (2) by transferring the control 
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and the formalities of a law court, with its precision of issues and 
its strict limitation of the parties to the issue, to a business 
tribunal entrusted with the function of surveying the question 
in all its bearings, of securing, on the one hand, from the traffic 
as a whole a reasonable return to the companies on the capital 
invested, and of seeing, on the other hand, that each separate 
class of traffic contributes, on what may be called “‘ equality of 
sacrifice ’’ principles, its fair share of the total sum required; and 
(3) by providing a constitutional means for exhaustive discussion 
of all questions affecting the pay and conditions of service of the 
staff, first between the parties themselves, and then by the same 
parties face to face with coadjutors who not only bring fresh minds 
to bear upon the matter, but also represent the public interests 
involved; so minimising the probability that the public will 
suffer from a strike, local, or it may be national, due in its origin 
very probably to the hot-headedness or unreasonable obstinacy 
of a small group or even a single individual. Further, the Act 
provides for the compilation and publication of adequate statistics 
of operation, in order that the Rates Tribunal and the public may 
be in a position to judge whether the management of the railways 
under the new conditions is carried on with that efficiency and 
economy which it is the expressed object of the Act to secure, and 
on which the right of each company to its standard revenue is 
made to depend. 

It is not possible within the limits of an article to discuss 
all three far-reaching reforms. What follows, therefore, will be 
confined wholly to the question of grouping, except so far as a 
reference to the introduction of the new conception of a ‘‘ standard 
revenue ”’ is necessary to make intelligible the financial basis of 
the new groups. | 

The official Railway Returns enumerated 214 separate railway 
undertakings as existing in Great Britain at the end of 1921; the 
Act schedules 121 of them as to be combined into four groups. 
The remaining 93 undertakings may be divided into the following 
categories : 


(a) Undertakings belonging jointly to two or more companies 
now assigned to different groups [e. g. Cheshire Lines]; 

(b) Unimportant light railways [mainly narrow-gauge] ; 

(c) Urban and surburban railways, mainly worked by elec- 
tricity, and confined to passenger traffic [e.g. Metro- 
politan, Metropolitan District, London “ tubes” and 
Mersey Tunnel]; 






































1923] GROUPING UNDER THE RAILWAYS ACT, 1921 21 


(d) Undertakings with railways not yet constructed or 
derelict. 


The exceptions are numerous but, except the London railways 
and certain of the larger ‘‘ joint lines,” relatively unimportant. 
If the lines that are jointly owned by two groups are counted as 
grouped, all but a fraction of the capital, of the mileage, and of the 
freight—though not passenger—traffic of the country is included 
in the four groups. ; 

The Act, in prescribing the constitution of the groups, divides 
the companies within each group into two classes, referred to 
respectively as ‘‘ constituent companies ”’ and “ subsidiary com- 
panies.” A constituent company is to be “ amalgamated ”’; 
a subsidiary company to be “absorbed.”’ In other words, 
constituent companies become parts of the new larger entities, 
their stock-holders exchange their old holdings for corresponding 
holdings in the new group company; stock-holders in subsidiary 
companies are bought out, and the companies themselves dis- 
appear. The four groups are described in the Act as 


(1) Southern, 

(2) Western, 

(3) North Western, Midland and West Scottish, and 
(4) North Eastern, Eastern and East Scottish. 


ce 


The titles which they have since assumed, and by which they will 
in future be known, are: 


(1) Southern Railway, 

(2) Great Western Railway, 

(3) London, Midland and Scottish Railway, and 
(4) London and North Eastern Railway. 


With only one exception the names of the great companies, which, 
though they were not the earliest names, have been famous in 
railway history for nearly three generations, have disappeared. 
The name, London and North Western dates from 1846, Midland 
from 1844, Great Northern from 1845, London and South Western 
from 1839. All are gone. The Great Western Railway alone, 
enlarged but unchanged like the great engineering works of its 
author, Brunel, still retains the name in which it was incorporated 
by its original Act of 1835. 
The groups are respectively constituted as follows : 


(1) Five constituent companies: the South Western; the 
London, Brighton and South Coast; the South Eastern ; 
the London, Chatham and Dover; the South Eastern 
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and Chatham Managing Committee; together with 
fourteen subsidiary companies ; 

(2) Seven constituent companies: the Great Western; the 
four coal lines serving the Port of Cardiff (the Barry, 
the Cardiff, the Rhymney and the Taff Vale Rail- 
ways); the Cambrian; and the Alexandra Docks and 
Railway Company; together with twenty-six subsidiary 
companies ; 

(3) Eight constituent companies; the London and North 
Western; the Midland; the Lancashire and Yorkshire ; 
the North Staffordshire; the Furness; the Caledonian ; 
the Glasgow and South Western; and the Highland; 
together with twenty-seven subsidiary companies ; 

(4) Seven constituent companies: the North Eastern; the 
Great Central; the Great Eastern; the Great Northern ; 
the Hull and Barnsley; the North British; and the 
Great North of Scotland; together with twenty-six 
subsidiary companies. 


The Act sets up a special Amalgamation Tribunal with powers 
to settle the terms of combination, without appeal except on a 
question of law. Until December 31, 1922, it was open to the 
companies to frame voluntarily schemes for amalgamation or 
absorption. These schemes were to be submitted to the Minister 
of Transport, and by him referred to the Amalgamation Tribunal, 
which was required to accept the scheme on being satisfied that 
it conformed to the requirements laid down in the Act. Failing 
voluntary agreement before the due date, the duty of preparing a 
scheme and imposing it upon the companies falls on the Tribunal. 
As a matter of fact, when the Ist of January, 1923, arrived there 
was little left for the Amalgamation Tribunal to do. Twenty- 
five out of the twenty-six constituent companies had agreed 
upon the terms of amalgamation, though in some cases too late 
for formal approval to have been sought and obtained. Three 
out of the four groups were fully constituted. In the North 
Western group alone, one constituent company, the Caledonian, 
remained to be settled with. The absorption schemes were not so 
far forward, though the Great Western Company had acted vigor- 
ously and come to terms with twenty-three out of its twenty-six 
subsidiaries. And since then terms have been arranged with the 
bulk of the subsidiary companies in the Southern and London 
Midland and Scottish groups. The Act provides that payment 
to stock-holders in absorbed companies may be made either in 
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cash or in stocks of the absorbing companies. In fact, payment 
has very generally been made in the latter form, and very little 
actual money has passed. There surely was never a better 
testimonial to the genius for compromise of the English character 
than is furnished by the fact that these vast and complicated 
financial transactions have gone through in almost every case by 
mutual agreement between the parties. 

It is worth notice that the process of amalgamation has been 
carried out sometimes in two, in one case even in three stages. 
The North Eastern agreed terms with the Hull and Barnsley, and 
then negotiated as one company with the remaining constituents 
of the group. Similarly, the South Eastern and the London and 
Chatham, which were inextricably involved with each other by 
the fact that the lines of both companies were worked by the 
statutory South Eastern and Chatham Managing Committee, 
came to a settlement between themselves, and then as provisional 
partners dealt with the South Western and Brighton Companies. 
The London and North Western amalgamated with the Lanca- 
shire and Yorkshire, and issued its own stocks in exchange for those 
of the smaller company; then the enlarged North Western came 
to terms with the Midland; and then finally the inchoate North 
Western-Midland combination negotiated with the remaining 
constituent companies of the group. 

It will be observed that in the conversion of the stocks of the 
old companies into those of their new group company care had 
to be taken to preserve existing priorities. In the case of the 
well-established and prosperous companies, those of their stocks 
which bear a fixed rate of interest have been exchanged into such 
an amount of corresponding stock of the new company—debenture 
for debenture, preference for preference, and so on—as will 
produce the same income as before. And as the prior charge 
stocks of the various companies carry varying rates of interest, 
the effect is that the nominal holding in the new company may be 
either larger or smaller than it was in the old. While on the one 
hand, for instance, £100 24 per cent. Midland debenture stock is 
exchanged for £86 6s. 8d. of 3 per cent. London, Midland and 
Scottish, on the other hand, £100 of 5 per cent. South Eastern 
debenture stock is exchanged into £125 of 4 per cent. Southern 
Railway debenture stock. Naturally, where the income is not 
secure, still more when interest is in arrear or dividend not earned, 
the holders have to accept either an amount of the corresponding 
new stock producing a smaller annual income, or to receive new 
stock of an inferior denomination, or even to accept a reduction 
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in both forms. For instance, £100 of Cambrian C debenture stock, 
which, except for occasional lapses, yielded 4 per cent., and was 
cumulative, is exchanged for £70 in Great Western 5 per cent. 
non-cumulative preference stock, yielding only £3 10s. On the 
other hand, there were stocks of important companies which have 
benefited considerably by the new grouping. The debentures of 
the Great Central or the London, Chatham and Dover, for instance, 
were for all practical purposes secure. But they were not 
** Trustee Stocks,” that is, stocks in which trustees are authorised 
to invest unless expressly forbidden by the instrument creating 
the trust, because neither of these companies was paying a 
dividend on its ordinary stock. As soon as they are converted 
into prior-charge stocks of the new groups, they automatically 
become, under the provisions of section 15 of the Act of 1921, 
fully ‘“ gilt-edged ” securities. 

As for the ordinary stocks, their values are so dissimilar, and 
consequently their treatment so different, that it is impossible to 
generalise as to their fate. At the one end of the scale we have 
£100 South Western undivided ordinary stock converted into 

£80 preferred, 
6 lls. 3d. deferred 
the other end Cambrian shareholders surrender £100 of ordinary 
stock in exchange for £2 8s. 6d. of Great Western ordinary stock, 
not ranking for dividend until 1929. 

One point in connection with trustee securities which gave 
rise to considerable discussion may be mentioned here. In 
England, as is well known, a company does not recognise trusts, 
Trustees are entered in the stock registers merely as so many joint 
owners. The Registrar, when he sees stock registered in the 
names of A, B and C, no doubt takes it for granted that they hold 
as trustees. But he has no official knowledge of the fact, and it is 
no concern of his, if A, B and C sell the trust security and divide 
the proceeds among them. But he is bound to get all the signa- 
tures. In Scotland the law is different. Trustees are registered 
as such, and they can act by a majority. Many holders of stock 
in the Scottish railways objected to give up the system to which 
they have been accustomed, and which they regard as superior 
to the English. In the result it has been arranged that the 
Scottish form of transfer and certificate can be used by buyers or 
sellers domiciled in Scotland if they so desire. 

One effect of these amalgamations is a great reduction in 
the number of different railway stocks. Till recently there 
were over 350 quoted on the London Stock Exchange, besides 


} ordinary of the Southern Company; at 
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an indefinite number of small companies’ stocks only dealt 
in locally. Several of the large companies had about twenty 
different stocks apiece. The four groups will only have among 
them twenty-seven (not counting as separate classes issues 
of debentures at varying rates of interest but having the same 
security). 


The Great Western will have five only (debentures, rent- 
charge, guaranteed, preference, ordinary) ; 

The Southern will have—leaving out temporary stocks— 
six (debentures, preference, and four ordinary) ; 

The London, Midland and Scottish—also leaving out temporary 
stocks— will have five (debentures, guaranteed, two 
preferences, and ordinary). 

The London and North Eastern will have seven (debentures, 
first and second guaranteed, first and second preferences 
and preferred and deferred ordinary). In this group, the 
six constituent companies had amongst them nearly 100 
different stocks, to say nothing of the stocks of the twenty- 
six companies to be absorbed. 


Though the amalgamations are not yet complete, it is already 
possible to say that in the final result the nominal capitalisation 
of the railways of Great Britain has been reduced. The nominal 
capital of many of the poorer companies has been reduced. On 
the other hand, the nominal capital of the Midland Railway 
was increased by over £70,000,000 a generation ago, through 
the refunding of all its prior charges on a uniform 2} per cent. 
basis and the conversion of each £100 of ordinary stock into 
£100 preferred and £100 deferred. Now the process is reversed, 
and the nominal value shrinks enormously, for the stocks return- 
ing a fixed 2} per cent. are exchanged into a smaller nominal value 
in the new group returning a higher rate, while the deferred 
ordinary is turned into undivided ordinary at the rate of £68 
per nominal £100. The following table shows how the consoli- 
dation scheme has dealt with the securities of the four constituent 
companies in the Southern group. 

Capital on which 


Interest or Divi- Nominal Value of Holdings 
dends were pay- in New Company given in 


able as at Exchange to the Four 
December 31, 1921. Companies respectively. 
L. and 8.W. ... nce Are £59,045,148 £52,740,374 
L., B. and S.C. ne ae 29,700,658 35,584,393 
Seek ses ses ane 33,462,718 32,165,107 
L., C. and D. ses ses 30,386,473 24,356,923 


£152,594,997 £144,846,797 
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The position of the other three groups may be summarised as 
follows : 
Total capital on which interest or dividend was payable: 


Jan. 1, 1922. Jan. 1, 1923. 

Great Western group - ..» £147,256,336 £136,242,555 

London, M. and Scottish group | .-- 455,292,862 335,297,585 

London and N.E. group an «-- 42,037,058 370,000,000 

Further statistics are as follows ed 

Southern. G.W. L.,M.andS. L. and N.E. 

Milea froute ... 2,114 3,665 6,385 

ge \track ... 5,277 8,341 16,209 

[engines 2,279 3,950 10,336 7,594 

Rolling stock { carriages 10,261 9,962 26,703 20,685 

| wagons 36,718 99,864 305,690 306,766 

Number of employees 70,000 107,622 223,000 


At this stage it will naturally be asked on what basis the com- 
parative value of the different undertakings has been assessed. 
The Act lays down the basis on which the Tribunal shall value 
each undertaking. It may therefore be assumed that in negoti- 
ating voluntary settlements the representatives of each company 
have had regard to the value which they thought the Tribunal 
would, if the matter were left to them, attach not only to their 
own undertaking, but also to the undertakings of all the other 
companies with which they were combining. 

Section 6 of the Act provides as follows : 


“‘ For the purpose of determining the terms and conditions 
of amalgamation between any constituent companies or of the 
transfer of the undertaking of any subsidiary company, the 
amalgamation tribunal shall take into consideration all the 
circumstances of the case, and in particular the value on a net 
revenue earning basis of each of the constituent and subsidiary 
companies as a separate company, and its value as a component 
part of the amalgamated company: so, however, that regard 
shall not be had to economies or accretions of traffic or other 
circumstances tending to enhance its value as such component 
part attributable solely to the provisions of this Act relating 
to amalgamation and absorption ; 

“Provided that, in the case of the line of one company 
being worked by another company under an arrangement 
whereby a percentage of the gross receipts of the line so worked 
is payable to the owning company, the amalgamation tribunal 
in determining the terms and conditions of transfer shall not 
take into account any higher charging powers than those 
authorised in respect of the line under the statutory provisions 
in force in the year nineteen hundred and thirteen.” 


The vital words are “ the value on a net revenue earning basis 
of each of the . . . companies.” What is that value? Before 
1913, when conditions were normal and the net revenue of a 


1 While these figures may be taken as substantially correct, they can make 
no claim to absolute accuracy, 
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company varied very slightly from year to year, it would have 
been easily ascertainable. But since then the railways have come 
through nine wholly abnormal years, and during seven years out 
of the nine they were in the possession of the Government. From 
August 5, 1914, to August 15, 1921, the companies had, strictly 
speaking, no net revenue except the sums, amounting to a few 
millions per annum, which they received from miscellaneous non- 
railway sources (hotels, letting of property, etc.). Describing in 
broad outline what happened, we may say that the Government 
took all the receipts, met all the working expenses, and made up to 
the companies annually the same net income as they had earned 
in the year 1913. During the War the receipts (if we include what 
the companies would have received for the carriage of traffic on 
account of the Government had it not been decided that Govern- 
ment traffic should be carried free) roughly covered working 
expenses and the guaranteed income of the stock-holders. But 
after the Armistice wages and prices soared while the rates and 
charges were only tardily increased. At the beginning of 1920 
the rates were sharply advanced, and increased still further later 
on in the year. But these increases, drastic though they were, 
coming as they did at a time when trade was falling off and un- 
employment growing, failed to meet the fantastic growth of work- 
ing expenses. In the year 1913 the figures for railway receipts 
and expenditure were : 


Gross Receipts ... £124,860,000 Working Expenses... £78,874,000 
For the three years following the Armistice they were as follows : 
1919. 1920. 1921. 
Gross Receipts (including estimated 
value of Government traffic so (Coal strike). 
long as carried free) sina .-. £185,377,000 £248,192,000 £227,333,000 
Working Expenses... ... «.-» 171,991,000 241,398,000 236,721,000 


For 1922 it is not yet possible to give corresponding figures. The 
official monthly returns showed that gross receipts were less than in 
1921, such increases in traffic as there are being more than counter- 
balanced by lowered charges. As for the working expenses, we 
remained for the whole twelve months absolutely in the dark. 
The Government failed unaccountably to include this item in the 
compulsory statistics, and it is not the habit of English railway 
companies to give any information voluntarily. We did know, 
however, that wages had been considerably reduced and that the 
cost of materials had fallen at least as much. A reduction of ten 
shillings per head on the 740,000 persons who were employed 
on the railways of Great Britain at the date of the last return 
would mean nearly £19,000,000. 

On the whole, we were entitled to assume that the figures for 
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1922 would show when published a great improvement on 1921, and 
a substantial net income earned. But it was very doubtful whether, 
in the case of all the groups, the net income for 1922 would reach 
the net income of pre-War days. On the other hand, it had to be 
remembered that a smaller proportion of a greatly enlarged gross 
income may give the same net as a much larger proportion of the 
old gross. The following formula, kept in round figures, but 
probably not very far away from actuality, will make this plain: 


Net Operating 
Gross Receipts. Working Expenses. Receipts. Ratio. 
(000,000’s omitted) 
1913... £125 £ 75 £50 60 
1922... 225 (increase 80 %) 175 (increase 133 %) 50 78 


Now that the accounts for 1922 are published, it is possible 
to give an outline of the exact position. The railways as a 
whole have done a good deal better than was expected, and 
have recovered their pre-War net revenue. Clearly they have 
benefited largely, not only from a reduction in wages, but also 
from the drop in the price of coal and steel and other materials. 
Most of the companies have increased their dividends; none 
have reduced them. The North Eastern, as is natural having 
regard to the exceptional severity of the depression on the Tyne 
and the Tees, has had to draw from reserve to maintain its 
normal rate of distribution. And one or two less important 
companies have done the same thing to a smaller extent. But 
on the whole a larger sum has been divided, and it has paid not 
out of reserves but out of current profits. 

Still the profits of 1922 were earned at rates of charge which 
have now been considerably reduced. Concessions in goods 
rates, important in the aggregate, came into force at different 
dates during the year, but none of them were in operation for 
the whole twelve months. Similar concessions in passenger 
train rates were introduced in January, 1923; the current year 
will bear their full burden. Moreover, it is already acknowledged 
by the companies that further concessions will have to be made 
ere long. It may be added, however, lest any shareholder should 
fear for his dividends in the immediate future, that the com- 
panies have very large liquid resources. Not only have they 
considerable reserves accumulated both before and especially 
during the War, but they have received £60,000,000 by agree- 
ment from the Government, partly as payment for arrears of 
maintenance for which the Government was responsible, but 
partly as a free grant to help them over their difficulties during 
the period of reconstruction. 

It has been necessary to give this brief sketch of a very compli- 














1923] GROUPING UNDER THE RAILWAYS ACT, 1921 29 


cated position to appreciate the situation in which the Amalgama- 
tion Tribunal would have found themselves, had they been required 
to estimate the value on a net revenue earning basis of each of the 
companies in the future by taking account of the history of the 
previous years. For not only did the net revenue of the companies 
as a whole, as has been seen, fluctuate wildly, but as between 
individual companies the changes due to the War were even greater. 
On one line new works or munition camps sprang up by the dozen; 
on another the old traffic died away with nothing to replace it. 
Even traffic that continued to flow was diverted to unaccustomed 
routes. One cannot judge from the figures published, but it seems 
certain that some companies must have earned much more than 
their pre-War net income, and that others must have earned much 
less. And traffic, once it is diverted from an established route, will 
not come back at once, and may never come back at all. Further, 
the standardisation of railway wages all over the country has in- 
creased the working expenses of companies serving districts mainly 
agricultural considerably more than those of companies whose wage 
scales were already at the higher standards of the great towns. 

In a wholly different part of the Railways Act is found the 
key to the problem which has had to be solved. Section 20 sets 
up a new permanent body, the Railway Rates Tribunal. This 
Tribunal by section 58 is directed to allow each company, and 
subsequently each of the four amalgamated companies, to make 
such charges as will yield them their ‘standard revenue,” and 
the standard revenue of a group company is defined as the aggre- 
gate net revenues in 1913 of all the companies absorbed into the 
group. The companies then in their negotiations between them- 
selves have in the main worked on the basis which they have 
assumed that the Tribunal would adopt, and which may be 
expressed as follows : 

Ignore the immediate past and the immediate future. 
Assume that each company entering the group would have been 
entitled to obtain from the Rates Tribunal authority to charge 
such rates as would have enabled it to earn its pre-War net 
income. This then may be regarded as the net revenue 
earning value to the group of the company to be brought in. 
Then assume that the rates of the amalgamated company will 
be in future such as to enable it to continue to earn as net 
income the sum of the net incomes of all the companies brought 
into the group. Then capitalise the annual value of the 
assumed net revenue of the group and assign to each company 
brought into the new group so much of the total capital of the 
group as corresponds to the ratio between the individual com- 
pany’s old net revenue earning capacity and the new standard 
net revenue of the entire group. 
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There are minor provisions dealing with interest on capital 
expended since 1913, allowance for capital spent before 1913 on 
works which had not at that date become fully remunerative, 
possibly reduction of the standard revenue if the management 
is not efficient and economical, and so forth. But the main basis 
of valuation laid down by the Act is clear. 

A very slight acquaintance with the railway map of Great 
Britain is sufficient to enable the reader to perceive that the new 
group companies are very far from having a monopoly of the 
territories which they respectively serve. In France the railway 
system has grown up under a régime of territorial monopoly. 
Five of the six great réseaux—the phrase “ net-work ”’ is singularly 
apt—have exclusive occupation each of a segment of a circle 
centred on Paris, while the sixth has equally exclusive occupation 
of the country south of Bordeaux and Toulouse. And the system 
is so planned that the divisions between the segments fall, as far 
as may be, not along the lines of great traffic, such as from Paris 
to Lyons or to Rouen and Havre, but in regions of scant traffic, 
as in the case of the frontier between the Orléans and the Paris 
and Lyons companies in the barren uplands of Central France. 
Further, when two companies do offer alternative routes which 
are on the face of them reasonably competitive, as in the case of 
the Eastern and the Paris and Lyons railway between Paris and 
Central Switzerland, either the traffic is pooled, or sometimes the 
rates by the one route are deliberately made higher than by the 
other in order to force the traffic on to the approved route. And 
all this is, of course, done with Government approval in pursuance 
of a public policy deliberately adopted. 

British railways have developed in a quite different atmosphere. 
Competitive duplication of facilities has as a general rule been 
encouraged by Parliament. There have been exceptions. Bills 
for a new line from London to Bristol competing with the Great 
Western, and for new lines to Inverness to break the monopoly of 
the Highland Railway have been in recent years deliberately 
rejected. But on the whole the attempt of a great company to 
obtain access to a town, even though it was already adequately 
served by existing lines, has seldom failed of success. In the 
result, it may be broadly said that for every important current 
of traffic there have hitherto been at least two competitive routes 
available. Further, sometimes by part ownership of joint lines, 
sometimes by running powers, whether statutory or merely by 
agreement, the great companies have spread their tentacles far 
outside their own central territory. 
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Now each company coming into its new group brings with it, 
not only the railways which it owns and its share of joint ownership, 
but also its running powers. It is true some of the joint lines are 
wiped out. For instance, the Port Patrick and Wigtownshire 
Joint Railways are at present owned by four companies, but all 
four are to be absorbed into the same new group. Similarly, 
running powers may be wiped out, as, for instance, those of the 
London and North Western over the Caledonian and of the Mid- 
land over the Glasgow and South Western. But a large number 
of lines, joint between two groups, and of running powers, enabling 
one group to penetrate far into the territory of another group, still 
subsist. Consequently, not only will competition along frontiers— 
frontiers not like those in France but drawn through the most 
important traffic points—still subsist, such as that made possible 
by the duplicate routes from London to Exeter and Plymouth; or 
from London through Birmingham and Wolverhampton to Shrews- 
bury, Chester and North Wales ; or from London through Leicester, 
Nottingham, Derby, Sheffield, Manchester and the West Riding to 
Edinburgh and Perth. But further, in right either of ownership, 
joint ownership or running powers, the London, Midland and 
Scottish (really West Scottish) Company will penetrate into the 
heart of Great Western territory at Bristol, Cardiff, Swansea 
and Carmarthen; into the heart of London and East Coast terri- 
tory at Southend, Yarmouth, Hull, Dundee and Aberdeen; and at 
Bournemouth into the heart of Southern territory. Similarly, the 
London and East Coast Company gets into the heart of London, 
Midland and Scottish territory at Stafford, Chester, Liverpool 
and Southport, at Glasgow and Helensburgh, and at Fort William 
and Mallaig. It is true that the Great Western and Southern 
groups are less mutually intrusive; but even so, the Great Western 
gets by ownership to Winchester and Weymouth, and in right of 
running powers to Southampton, while in return the Southern 
reaches Bridgewater, Burnham on the Bristol Channel, and Bath. 

We may say, therefore, that the effect of the new statutory 
grouping is to leave the bulk of the territory of Great Britain 
non-competitive, but the bulk of the traffic still competitive. 
Whatever might have been theoretically desirable, it was not 
practically possible to go further at the outset. The grouping 
of companies, such as they had grown to be, was as much as could 
be included in a single Act. The enormous complications which 
would have been involved in dealing with the innumerable ramifi- 
cations of ownership, joint ownership and running rights within 
the four corners of a single scheme, the objections of the railway 
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companies themselves, and the hostility of the public, would have 
foredoomed to failure any attempt to establish here the logical 
French system. 

If we attempt to forecast the future, we may assume that for 
some time to come the new companies will be too much occupied 
with problems of internal reorganisation, with the settlement of 
their new standard rates, with attempts to revise the standard 
scales of wages, or at least to get rid of the most obviously in- 
defensible extensions of those scales, to be able to devote their 
attention to inter-company relations. Competition for almost 
all important traffic will continue much as heretofore. Railway 
men have grown up in a competitive atmosphere, and will be 
loth to change their long-time habits. Further, there is no 
doubt that, though economists may have come to believe that 
public ‘‘ utilities’ can best render service if their monopolistic 
character is frankly accepted, the trader is still convinced that 
“‘ competition is the life of trade.’ Only gradual change in this 
respect can be looked for; but that such change will take place 
seems reasonably certain. One must suppose that the com- 
panies will, in some cases at least, desire to round off their terri- 
tories by sale or exchange of outlying lines; by agreeing in other 
cases to compete, over what one may call the less natural routes, 
only for certain specified traffics, or in certain limited directions ; or, 
again, to exclude competition altogether by pooling arrangements. 

Over this whole field the Act of 1921 has established a new 
system of executive control. The sphere of action of a company 
established by Act of Parliament is defined by its Act just as that 
of a limited company is defined by its Articles of Association. 
Beyond the sphere so defined the company cannot go. But a 
limited company can modify its articles by its own action accord- 
ing to prescribed forms. A statutory company must apply to the 
author of its being. A railway company established to construct 
and work a line from A to B can construct and work this line only 
but no others. If it desires to extend to C or to work another 
company’s line, hitherto it has had to obtain the sanction of 
Parliament. Section 18 of the Act establishes a new prodecure. 
The Minister of Transport, where power is sought by one company 
to acquire, lease or work the railway of another, after due notice 
has been given and a public inquiry held, can make an Order. 
The Order is forwarded in draft to the Chairmen of Committees 
in both Houses, either of whom may, if he thinks the character 
or magnitude of the proposals such as to need submission to Parlia- 
ment, require such submission. The Order may then either be 
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approved by resolution of both Houses, or be referred to 
Committees, and by them dealt with like an ordinary Private 
Bill. But unless one of the two Chairmen of Committees intervene 
the Order of the Minister is final. 

Provision is also made in the Act for cases falling short of 
purchase, sale or exclusive working. A company may, after 
obtaining permission from the Minister of Transport, admit 
another to work jointly with itself over the lines of any subsidiary 
company which it has acquired. All rights and _ liabilities, 
whether statutory or by agreement, of the companies inter se are 
preserved by the Act, but if the agreements concern allocation of 
traffic or pooling of receipts, they must be disclosed to the Minister. 
And no such agreements can be entered into in future without 
his approval. But while combination is restrained on the one 
hand, competition is not left uncontrolled on the other. Section 
52 provides that a company competing over a longer route may 
charge, not its own standard rates, but the rates of the shorter 
route, but that, if the longer route is “‘ circuitous,” that is, if it 
exceeds the shorter by more than 30 per cent. or in certain cases 
50 per cent., the consent of the Rates Tribunal must be obtained ; 
and that in deciding the question the public interest and the reason- 
ableness of the competition shall be taken into consideration. 

Assuming that the policy actually adopted was the correct 
one, there is no question that a compulsory public Act was the 
only way to carry it through. It has been said of late that the 
Act of 1921 is only the culmination of a tendency which has 
existed since the dawn of British history. True, no doubt. 
The Great Western Company already boasts a collection of 
127 seals of absorbed companies. But 214 separate under- 
takings still remained in December last, and it is clear that 
voluntary effort would not have completed the final amalgamation 
till the Greek Kalends; and even of such combinations as would 
have been so effected not all could have been expected to be 
between the companies best suited in the public interest for 
combination. Almost insuperable obstacles lay in the way of 
great combinations on voluntary lines. Several chairmen, in 
submitting the new schemes to their shareholders, have frankly 
avowed their dislike to the whole thing, and maintained that their 
particular company at least, being neither too large nor too small 
to give adequate public service, should have been let alone. 
Further, the very heavy stamp duty ot £1 per cent. on all issues 
of new capital, from which the present amalgamations are ex- 


pressly exempted, has in the past stopped not a few schemes 
No. 129.—VoL. XXXII. D 
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which otherwise would have been brought forward. But there 
is a much more serious reason in that amalgamation schemes 
introduced by Private Bill have to run the gauntlet of opposition 
by all and sundry—opposition ostensibly directed to the defeat 
of the measure, but in fact intended to exact concessions as the 
price of withdrawal. In the two most recent cases of combination 
on a considerable scale, the establishment of the South Eastern 
and Chatham Managing Committee (which only fell short of being 
an amalgamation because it left the capitals of the two companies 
separate) and the acquisition by the Great Southern and Western 
of the Waterford and Limerick and two other smaller companies 
in Ireland, terms so onerous were imposed, in the alleged interests 
of certain petitioners, that the benefit of the scheme either in 
economy to the shareholders or in advantage to the general 
public largely disappeared. Not long before the War the 
Great Central, Great Eastern and Great Northern Companies 
deposited jointly an Amalgamation Bill, but found in a short time 
that the concessions likely to be imposed upon them were so great 
that they withdrew it without ever submitting it to a Committee. 
It was matter of common belief at the time that, had this Bill gone 
through, it would have been followed in the next Session by a 
Bill for the amalgamation of the London and North Western with 
the Midland and the Lancashire and Yorkshire. 

It is interesting to compare with our own experience the fate 
so far of the grouping provisions contained in the United States 
Transportation Act, 1920. This Act provided that the Interstate 
Commerce Commission should prepare a plan for the consolida- 
tion of the railroads of the United States into a limited number 
of systems, but gave the Commission no power to impose upon 
any company the plan when prepared. The Act further laid 
down that a scheme should as far as possible preserve competition 
and maintain existing channels of trade, and that the new systems 
where they were competitive should be as far as possible equal 
between themselves in respect both of competitive power and 
value of property, so that they might be able to carry traffic at 
uniform rates. Subject to the consent of the Commission, com- 
panies might, without waiting for a general scheme, enter into 
combinations which conformed to the above requirements. But 
it was expressly provided that the nominal capitalisation of a new 
system should not exceed the value as determined by the Com- 
mission of the properties consolidated. 

Under instructions from the Commission Professor Ripley 
of Harvard prepared and published a draft plan. This plan the 
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Commission considered, and then reissued with certain tentative 
suggestions for modification; and it has recently commenced 
public hearings in reference to the territory between Chicago 
and the Pacific Coast north of Portland, Oregon. But nothing 
further has been done up to the present except that one not 
very important voluntary scheme has just been put forward for 
approval. It is questionable whether any large scheme can ever 
comply with all the requirements of Congress. No rich company 
will voluntarily assume responsibility for turning a weak and 
inefficient neighbour into a partner except on its own terms. 
Capitalisations nominally equal may have very different market 
values; of two potential parties to a combination, the one com- 
pany may have a property worth far less than its nominal property, 
and the other a property far exceeding. If the nominal capital 
of the combined undertakings is not to exceed the value of the 
properties brought together, the capital of the poorer company 
must be drastically written down or else the strong company must 
bring its property into the partnership at less than its fair valua- 
tion. And on these conditions no voluntary combination is ever 
likely to be brought about. 

It remains to consider briefly how far the policy of consolida- 
tion is likely to produce the “ efficient and economical working 
of the railway system of Great Britain ’’ which it is the expressed 
object of the Act to attain, and what the result as measured in money 
may reasonably be expected to be. Sir Eric Geddes, speaking 
not only as responsible Minister but on the strength of two detailed 
estimates made by different persons and on different bases, has 
stated that £20,000,000 per annum is a fair figure for the savings 
which should be secured by amalgamation within comparatively 
few years. On the other hand, a distinguished railway official, 
certainly not temperamentally opposed to progress, puts down 
£4,000,000 as an outside figure. It is not for the present writer 
to judge between two such expert authorities. But no one 
familiar with the operating methods of other countries can doubt 
that great economies are attainable by the modernisation of some 
of our insular railway practices. And that the present moment 
is the unique opportunity. 

Combination in itself can only save negligible sums. Directors’ 
fees, a molehill much magnified by popular imagination, may 
be reduced by possibly £50,000.1 The simplification of Stock 


1 The directors of all the Companies now included in the North Eastern group 
received £36,400 per annum. The new London and North Eastern Board will 
receive £25,000—a saving of £11,400. 
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Registers may render a few clerks in the registration office super- 
fluous. But the headquarters’ staff as a whole will probably cost 
more and not less. Larger undertakings imply greater specialisa- 
tion of function, which means more responsible and therefore 
more and more highly-paid officials. English railways have 
always needed more men with time to think and to plan, free from 
the burden of daily office routine. Such men will be indispensable 
in the future. The reduction in the number of companies will 
greatly reduce the work of the Clearing House, and release 
many of its 3000 clerks. But they will be required for more 
elaborate intra-company cost accounting, and for accounting both 
between departments and between local divisions of the same 
department. 

We hear much in general terms of superfluous rival expresses ; 
but no express is competitive through the entire length of its run, 
and probably each individual member of the public regards as un- 
necessary only the trains which he personally has no desire to use. 

The real economies can only result from a consistent policy of 
reconstruction, carefully thought out and relentlessly pursued. 
They may be divided under two heads, those that are matter of 
internal administration, and those that depend upon the co- 
operation of the customers of the railway. In the former class 
we may put standardisation of material, with consequent reduc- 
tion in price, saving in the quantities required to be kept in stock, 
and in cost of handling, depreciation, accounting, and so forth. 
Or, again, we may take saving in manufacturing costs. The 
London, Midland and Scottish Company comes into possession— 
in addition to a dozen smaller concerns—of four first-class and 
well-situated locomotive shops, at Crewe, Derby, Horwich (outside 
Manchester), and Glasgow respectively. Each of them has 
hitherto built, in such small numbers as might be required each 
year, all the different classes of locomotives that its company used. 
If we assume that the Chief Locomotive Engineer of the new 
group will not be so much impressed with the local idiosyncrasies 
of the separate sections of his system as their respective loco- 
motive superintendents have been in the past, and that he 
accordingly arranges to build 200 standard goods engines in one 
factory, 200 standard express engines in another, and so on, the 
reduction in manufacturing cost due to mass production will 
undoubtedly be large. It must not be forgotten, however, that 
changes such as these will meet with opposition from thousands 
of officials and employees, will upset tradition, disturb long- 
established habits, and may uproot large numbers from their 
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settled homes. It will be natural for the new managements to 
hasten slowly. On the other hand, the public are entitled 
constantly to hold before their eyes the fact that it is only on 
condition of efficiency and economy that the standard net revenue 
is guaranteed to the shareholders. 

The field for economies needing public co-operation is perhaps 
even larger than that for internal reforms. Two instances of the 
first importance may be given. Great Britain as a coal-producing 
country is second only to the United States. America has for 
many years handled its coal traffic in units of not less than 50 tons 
—the unit has gone up of late years to 70, 90, and even over 100 
tons. Other countries employ wagons of 20 or 30 or 50 tons 
capacity. Great Britain still adheres to the use of a toy truck 
holding only 10 tons, and belonging as a rule not to the railway 
company but to the private traders. With one exception. The 
North Eastern Railway, having the double advantage of owner- 
ship of the trucks working over its system and of a monopoly of 
the coal-fields of Durham and Northumberland, has gradually 
educated its traders to the use of 20-ton trucks. The South 
Wales coal-fields, a self-contained area, produces, very largely for 
shipment, 50,000,000 tons a year. So long as there were a dozen 
railways and half a dozen dock undertakings contending for 
traffic, it was too much to hope that a drastic reform would be 
introduced. But now that the Great Western Railway is in 
sole control of the whole area, it is not too much to hope that 
the company will impress upon the coal trade the urgency of 
reform. The resulting economy would be very great, and would 
benefit alike the coal-owner, the railway company, the ship- 
owner, and the British consumer, and ultimately would by 
cheapening coal exports help the general foreign trade of the 
country. 

Another instance may be given. Now that after many years 
of waiting we at length have figures showing what the average 
charge per ton-mile is, it is established as a fact that our merchan- 
dise rates are higher than in the other countries which are our 
important competitors. Partly, no doubt, this is justified by the 
higher capital cost of our railways relatively to the volume of 
traffic which they carry, but it is due in much greater degree to 
the excessively costly methods of carriage. English traders are 
accustomed to consign their traffic in retail quantities, and to 
expect it to be carried at almost passenger train speed. We now 
know—we could only surmise before—what this means in oper- 
ating cost. It means that the average load of a so-called loaded 
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truck is less than one-third of its capacity; that the average 
engine load is less than half what the engine is capable of hauling ; 
that rolling stock, vastly in excess of what would be regarded in 
any other country as adequate to handle the traffic, needs to be 
provided and maintained together with thousands of miles of 
sidings to hold it; that so much shunting is needed in congested 
yards that for every three miles a goods train travels a locomotive 
is employed for a whole hour. It is impossible to believe that the 
advantage to the trader is worth its cost. Hitherto he has been 
in a position to say that cost to the railway company is no affair 
of his; if he helped the company to save, the saving would go to 
the shareholders and not to him. Henceforward the position is 
changed. The benefits of economies enure under the new Act as 
to 20 per cent. to the Company, but as to 80 per cent. to its 
customers in reduction of the standard rates. The new companies, 
from their greater weight, their freedom from less responsible 
competition, and the fact that they possess statistics to prove 
their case, are in a very strong position to educate their public and 
to press forward and gradually enforce reforms. It is not only 
their duty but their interest to do so, for let it be once more 
repeated, it is only on condition that the business is conducted 
with efficiency and economy that Parliament has guaranteed that 
the pre-War dividend of the old companies shall continue to be 
enjoyed by their successors. 

One point may be mentioned in conclusion. Parliament, not 
only by the Railways Act, 1921, but by the permanent sections 
of the Ministry of Transport Act, 1919, has imposed upon the 
Ministry of Transport a large number of important and highly 
technical functions. And as originally constituted the Ministry 
had not only an expert chief but an expert staff adequate to 
perform them. This staff has, on the grounds of economy, been 
reduced almost to vanishing point. The statutory duties of the 
Minister are being performed, pending the abolition of the Ministry, 
on which the Prime Minister has decided, by the First Commis- 
sioner of Works, who is not an expert and has no expert staff. 
Now the whole scheme of railway reconstruction, laid down by 
the two Acts of 1919 and 1921, is conditioned on expert supervision 
and guidance of immensely powerful companies by a Government 
Department. To save £100,000 a year at the price of official 
sterility in respect of a business which draws £200,000,000 in 
charges from the public hardly seems consistent with true 
economy. 


W. M. AcwortTH 














WHEAT, WHEAT FLOUR, AND BREAD COMPOSITE 
PRICES 


In the Economic Journat, Volume VI (1896), pp. 475-484, 
there is an interesting and valuable analysis of the relative prices 
of wheat and bread, based upon “ the Association prices of six 
large towns where market prices are nearest to those of Mark 
Lane.” The period covered is from March 1894 to March 1895. 
Of the conclusions, eighteen in all, drawn by the writer, J. Kirk- 
land, two are cited herewith, namely: ‘‘ That the relative prices 
of wheat and flour are more constant than those of flour and 
bread ;’’ and “ That the table of comparative prices here given 
does not show that there is any well-defined rule by which bread 
prices alter in sympathy with wheat, but it shows that wheat, 
flour and bread have a tendency to move together.”’ 

To what degree these deductions may be regarded to be 
correct is a complex question affected by so many factors that 
our positive knowledge of the subject becomes scanty and generally 
unsatisfactory. There is a mass of information available, but 
the methods employed in compilation, tabulation and general 
presentation are frequently not clear because of the omission of 
essential details regarding the schedules upon which data have 
been based. Significant bits of testimony, compiled in the United 
States, may interest the members of the Royal Economic 
Society. 

My article has two purposes. Firstly, to record a general 
agreement with the earlier writer with respect to most of his 
findings. Secondly, to call attention to several considerations 
not previously cited, which strengthen the bases for his deductions 
and at the same time open wide the field for fresh research. On 
account of the tremendous questions involved, no endeavours are 
made by me herewith to develop the topics beyond certain 
suggestive boundaries. Any other procedure would result in an 
article of interminable length, or, by stressing particular phases, 
this correlated study would be thrown badly out of proportion. 
My aim is to set the stakes. 

Many economists have in their discussions treated wheat, 








40 THE ECONOMIC JOURNAL [MARCH 


wheat flour, and bread as a distinct entity. Through their 
neglect of recent changes in the processes of agriculture, industry 
and commerce, they have failed to study closely the various 
items entering into the demand schedule and into the supply 
schedule. 

In America during the past decade numerous Government 
reports and private publications have presented in a more or less 
spectacular form significant cost and price aspects which are at 
once suggestive and valuable. Among the leading factors may be 
cited : (1) the necessity of commodity definitions, (2) the variety 
and relative importance of the different components entering 
into the expenses of production, (3) the relative importance of 
the different components entering into the expenses of selling, 
(4) the general nature of the demand, (5) the steadiness of con- 
sumption, (6) rival demands, (7) rival supplies, (8) by-products, 
(9) price schedules, (10) relative price movements. 

Regarding definitions of what we mean when we speak of 
wheat, wheat flour, and bread, there has been no consistent 
“meeting of minds.” Although this brief discussion is devoted 
to wheat and wheat products, taken by themselves the expressions 
wheat, wheat flour, or bread are meaningless for exact discussion. 
In the case of wheat we have hard wheat and soft wheat and 
many grades of each. As a rule each locality is known to produce 
a certain quality of this cereal. A study of prices and other 
factors illustrate the independent characteristics of the various 
types. An analysis of flour presents further difficulties, inasmuch 
as the composition of flour is based on a secret formula to which 
the trade name is applied. Broadly speaking, flours are classed 
as patent flours and standard flours, but the varieties are legion. 
It is noteworthy that American millers seem to be making far 
more use recently of certain types of Canadian wheat which are 
blended with one or more American qualities. Our failure to 
understand the exact proportion of each grade of wheat in the 
making of flour makes our deductions unsatisfactory. Turning 
to bread, flour is unquestionably the most important ingredient, 
yet yeast, salt and water are also necessary, and still other 
ingredients may be important. Sugar and milk are being used 
more than ever, partly because they assist the yeast to work 
more quickly and help to give the bread loaf a golden-brown 
crust. As in the case of flour, the commercial producer has 
his special formulas which must be made available if we are to 
know the real cost and relative merit of the output. 

Therefore in studying production costs or expenses, a single 
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raw material or a partly finished material is not necessarily the 
determining element. In the case of wheat-growing, climatic 
and other factors beyond the control of men play such a large 
part in the risks that it is considered futile to attach much 
importance to establishing normal costs. The United States 
Department of Agriculture (Year Book, 1920, pp. 301-8) compiled 
cost figures based on records of 481 farms in the year 1919 (when 
all expenses were unusually high). The Department of Agricul- 
ture reported that the “ average’’ net cost per bushel spring 
wheat was found to be $2.65, but the range in net cost per bushel 
was from $1.10 to $14.40; of the foregoing 24-5 per cent. cost 
less than $2.00 per bushel, 29-4 per cent. from $2.00 to $2.50 per 
bushel, 22-8 per cent. from $2.50 to $3.00 per bushel, and 22-3 
per cent. at over $3.00 per bushel. These results are interesting 
as examples of varied cost, yet from the standpoint of careful 
accounting practice they are little to be relied upon. In reporting 
these figures the Department of Agriculture announces that land 
rent constituted about one-fourth, labour one-third, materials 
one-sixth, and other expenses one-fourth of the total cost. 
Excluding land rent, the proportions become labour two-fifths, 
materials one-fourth, and other expenses approximately one-third 
of the total cost. Thus labour appears to be the chief element 
in cost of wheat-growing. 

Analysing flour production costs, the earlier writer in the 
Economic JouRNAL is correct in his conclusion that the price of 
wheat determines largely the price of flour.1_ A Minneapolis miller 
testified at the National Agricultural Conference held in Washing- 
ton, January 23-27, 1922 (proceedings published as a Government 
document, 67th Congress, 2nd Session): “‘ Contrary to common 
opinion, the miller is not interested in the price, except that it is 
high enough to encourage the production of wheat. It matters 
little to the miller whether he pays $3.00 a bushel for wheat or 
$1.00 a bushel for wheat. He buys wheat and sells flour, and the 
price that he asks for the flour reflects the price that he pays for 
the wheat.’ Substantial evidence on this point appears in the 
Report of the Federal Trade Commission on Commercial Wheat 
Flour Milling (September 1920). From the following table it 
may be observed that the cost of wheat material is nearly identical 
with the actual net cost of flour per barrel, and in some cases is 
actually less, the reason being that the by-product, feed, is a 
substantial source of return. 


1 The real explanation is to be found in the widespread employment of 
‘* hedging ”’ operations on the grain exchanges. 
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Analysis of the costs of the thirty-seven companies in making and 
selling a barrel of wheat flour, by years 1913-14 to 1917-18. 




















Item of Cost. 1913-14. | 1914-15. | 1915-16. | 1916-17. | 1917-18. 
Wheat. . . . . .| $3°96 $5-42 $5-09 $8-32 $9-72 
Packages . . . . . 27 23 +24 31 47 
Mill operating costs .. +22 +22 21 28 37 
General and selling ex- 

DOBRO: is 5; 3s va! es +30 33 31 “342 “41 
Total cost of flour and 

feed a Nesta re inks nes 4-75 6-20 5-85 9-33 10-97 
Charged to production of 

feed aie ares 76 +84 77 1-26 1-29 
Net cost of flour per barrel 3-99 5-36 5-08 8-07 9-68 




















In the combined making and selling of bread all ingredients have 
been estimated to amount to 40 to 60 per cent. of the selling price 
of the bread loaf. The Minnesota State Department of Agricul- 
ture (Bulletin No. 5, Investigation of the Production, Distribution, 
and Prices of Bread, St. Paul, January 28, 1920), basing their 
conclusions on the testimony of twenty-six bakery concerns, 
reported that with flour selling at approximately $11.00 per 
barrel and with a retail price of bread loaf at 10 c., various elements 
of cost were made up of material, 5c.; labour, nearly 2c.; 
manufacturing, delivery, administration and depreciation, 14 to 
2c.; baker’s profit one-third of a cent; and retail profit 1} c. 
Therefore, total material cost, of which flour is one item, would 
appear to have an influence in the retail price which is less 
dominant than most writers assume to be the case. 

The third factor, namely, the expenses of distribution, has 
been slighted by the majority of investigators. The voluminous 
report of the Joint Commission of Agricultural Inquiry, which 
appears in four parts devoted to the agricultural crisis and its 
causes, credit, transportation, and marketing and distribution 
(67th Congress, 1st Session, 1922), has reproduced a vast amount 
of valuable material. The statement is correctly made that in 
marketing food products (the situation is doubtless more true for 
non-food products except certain raw materials) the expenses of 
selling exceed generally the expenses of production. It is 
interesting to observe that in the case of a staple product (bread) 
the consumer’s dollar is estimated to be applied approximately 
one-half to the processes of production and one-half to the pro- 
cesses of distribution subdivided as follows, covering the year 
1921: production—wheat producer receives 28-1 c., transporta- 
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tion 2-6 c., elevator margin and profit 2-8 c., flour manufacture 
0:6 c., transportation 4-4 ¢., cost of bread manufacture 12-3 c., 
total production 50-8c.; distribution—manufacturer’s cost of 
selling 16-4¢., overhead 8-5c., profit 5-7¢., retail operating 
expense 15-7c., profit 2-9c., total distribution 49-2c¢. Thus it 
appears that in the analysis of the amount paid by the consumer 
per dollar for bread the influence of the cost of material is far 
less important than in the making of flour from wheat. 

There is one respect, however, in which conditions to-day do 
not seem to be similar to those twenty-six years ago. The 
notable non-manufacturing expenses of the baker, such as 
merchandising and delivery, possibly do not find direct expression 
in the retail price to-day. The United States Food Administration 
referred more than once to the logic of different prices depending 
on the utilisation of these independent factors, but the consumer 
has not been educated to looking behind the naming of a definite 
price. 

Regarding the next feature, the nature of the demand, it is 
apparent that there are fundamental differences between the 
situation affecting wheat, wheat flour, and bread. Consider the 
number of industrial agents—surely of importance. In the United 
States there are estimated to be over 6,000,000 farms, millions 
of which produce a certain amount of wheat which in turn is 
sold largely to manufacturing millers, who number less than 
15,000. The flour manufacturer is sometimes in the bakery 
business; but, generally speaking, his output is sold either to 
manufacturing bakers, to jobbers, or to large retailers who sell to 
the ultimate consumer. Bread in turn may be made in the 
bakery (there are about 25,000 commercial establishments) which 
supplies the householder, or it may be produced at home without 
calling in any industrial agent beyond the dealer in flour and 
other materials. In the making of bread, the private family 
becomes a competitor of the professional baker, a factor which is 
well recognised by the baker and the retailer. However, on 
account of the difficulty of securing domestic help, fuel costs and 
inconvenience, there is abundant evidence that American families 
are doing less and less baking at home. The United States Food 
Administration (Policies and Plan of Operation, Wheat, Flour 
and Bread, December 1, 1917) estimated that 40 per cent. of the 
nation’s bread was baked commercially and the balance, 60 per 
cent., at home. As a result of a survey of foreign nationalities 
in New York City it has been recorded that 6 per cent. bake 
all their bread, 54 per cent. buy all their bread, and 40 per cent. 
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buy only part of their bread. All nationalities are said to buy 
over 50 per cent. of their requirements. The highest percentage, 
79, was reported for Irish and Polish families. ‘‘ The percentage 
of Americans using baker’s bread differs only by 1 per cent. from 
the percentage of families of all nationalities in all the cities who 
use baker’s bread, Americans buying 66 per cent.; other nation- 
alities 65 per cent’ (The Journal of Home Economics, Vol. X, 
pp. 561-3). An interesting study could be undertaken comparing 
the bread-making conditions in the United States and foreign 
countries in order to help explain why foreigners of the lowest 
standard of living do not undertake to bake bread at home. 

All staple food products are regarded as largely subject 
to fairly steady consumption requirements, since the human 
stomach has a limited and somewhat well-defined capacity. This 
contention seems to be borne out by recent American experience, 
although the data are not conclusive. A Canadian, James Mavor 
(Political Science Quarterly, December 1911), has stated that 
wheat consumption actually and per capita is on the increase. 
There are, however, several well-informed investigators who take 
the position that the consumption of wheat is actually decreasing 
per capita, perhaps partly to be explained by the better utilisation 
and by articles of substitution. Marshall (Industry and Trade, 
p. 794) believes that, despite fluctuations, wheat prices are the 
“ best single measure for the real purchasing power of money; ”’ 
moreover, “ the average value of grain in terms of human life has 
been fairly stationary over the centuries.” 

The United States Tariff Commission (Tariff Information 
Series, No. 20, Agricultural Staples and the Tariff, p. 50), using 
the figures for 1910-14, inclusive, states that export shipments 
of flour vary comparatively little, since flour ‘‘is sold under 
brand and the brand itself is in demand.” Is this true to-day ? 
The Federal Trade Commission (op. cit., p. 14), comparing the 
yearly records, 1901-1918, inclusive, shows that the entire range 
of per capita consumption of flour in the United States was only 
from 0:95 barrels to 1:16 barrels. The North Western Miller 
(June 14, 1922) reports that a barrel of flour annually per capita 
is approximately correct, and also that “the theory that hard 
times increase the consumption of flour is verified.” The latter 
statement is probably true, since during times of depression 
various wasteful habits are largely abandoned. While it is 
commonly asserted that there is an increased consumption of 
bread during hard times, the proofs seem to be somewhat incon- 
clusive, on account of lack of reliable information. 
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The rival demands for wheat, wheat flour, and bread have 
been largely overlooked. In the report of the Federal Trade 
Commission already cited, the estimates regarding the consump- 
tion of wheat in the United States for the years 1913-14 to 
1917-18, in millions of bushels, follow : 




















Total con- | Fed to | Usedfor} Mill con- | Exported 

Crop Year. sumption. stock, seed. | sumption. pi 
1913-14 Ape 696 55 75 566 53-1 
1914-15 ccunrs 654 20 84 550 72-5 
1915-16 slat 743 74 79 590 68-4 
1916-17 Ser aa 632 13 82 537 53-0 
1917-18 ya x 664 13 89 562 95-8 

















The utilisation of flour generally is restricted to edible purposes 
although not exclusively for bread-making. The biscuit or 
“cracker”? (the American term) industry makes large demands. 
Furthermore, the Japanese in their demands for American flour 
specify whiteness and low price, since flour is used for non-baking 
purposes and the lower grades purchased may be as good or 
better for them than flour prepared directly for use in making 
bread. Obviously bread satisfies a direct demand and is highly 
perishable. But the problem of distributing stale bread, which is 
supposed to result from the output, in the year 1917, of 600,000 
barrels of flour yearly, has been notoriously neglected. Stale 
bread is frequently thrown away, although its ingredients have not 
disappeared in the lapse of a day or more, and for many purposes 
stale bread has as many possibilities as fresh bread. Bakers 
apparently do not consider that stale bread is an important 
competitor of fresh bread. 

From the standpoint of distribution, the principle of sub- 
stitution is of far less importance than when applied to production, 
since the product has reached the advanced stage. Other cereals, 
notably corn and rye, have nutritive qualities in no sense inferior 
to those in wheat. During the World War, Herbert Hoover 
attributed the failure of Europe to utilise corn as a bread-stuff 
as due to ignorance of the making of corn bread, the inadequate 
equipment, the short life of corn meal, the absence of corn-milling 
establishments, and the difficulty of shipping corn in the germinat- 
ing season. The superior value of wheat could be attributed 
largely to familiarity with its use, its durability, and its palat- 
ability. In the case of bread a patriotic movement resulted in 
the consumption of ‘‘ war bread” in this country as well as 











46 THE ECONOMIC JOURNAL [MARCH 


abroad. Almost needless to state, vegetables, fruit, meats and 
other articles of diet are in never-ending competition to satisfy 
the human fancy. 

Related to both the questions of competitive demands and 
competitive supplies we must recognise this continuous rivalry 
between various classes of food. For example, there is a pro- 
nounced rivalry between wheat and wheat flour as far as the 
European purchasers are concerned. In English newspapers 
there have been many citations of British millers who have 
opposed the importation of foreign-made flour. 

There is no more interesting phase from the standpoint of 
both economic or foreign business practice than the significance 
of by-products. Marshall (Principles, seventh edition, p. 389), 
in discussing derived supply price, gives an excellent illustration 
of the importance of the price of straw as affecting the wheat 
consumption of England, concluding that the value of straw (not 
an imported article) is high in those countries which import 
wheat and low in those countries which export wheat. To take 
the instance of flour, there has been no adequate appreciation of 
the importance of the by-products of flour mills in the price and 
other commercial features of the local and the world flour trade. 
The largest American flour manufacturing company states, that 
in the various reductions, approximately 70 per cent. of the 
wheat is saved for food and the balance becomes bran and shorts. 
Important trade interests in many countries have given serious 
consideration to the advisability of dumping flour through the 
medium of charging high prices for by-products. The significance 
of by-products is apparent by referring to the figures of the 
Federal Trade Commission in this article dealing with the net 
cost of flour per barrel. The prices received for by-products 
constitute a considerable margin which might be used as a leverage 
for the naming of wheat prices. The agitations of British millers 
for an increased duty on flour imports have been due to proved 
ability of Australian interests to sell locally by-products for feed 
purposes at high prices, which enables them to lay down flour in 


1 Wheat is bought by such independent tests as colour, weight and protein 
value; the last-mentioned is now receiving much attention. Flour is bought by 
various standards. The “ bread score card,’’ devised by the American Institute 
of Baking, gives the following “‘ weighting”: external appearance, 30 (volume, 
10; colour of crust, 8, symmetry of form, 3; evenness of bake, 3; characteristics 
of crust, 3; bread and shred, 3), and internal appearance, 70 (grain, 10; colour 
of crumb, 10; flavour, 15; taste, 20; texture, 15). It is stated that ‘‘the ideal 
taste is the same as the ideal flour.”” Thus, bread appears to be bought for 
appearance as well as for nutrition. 
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England at a level said to be under the actual English cost of 
production. The commercial feed business in the United States 
is tremendous, and has been estimated by the Federal Trade 
Commission (Report on Con: ercial Feeds, March 29, 1921) at one 
half-billion dollars annually. This industry shows every indica- 
tion of increasing in its size and importance. Yet it must not be 
forgotten that there are many kinds of commercial feeds which 
enter the market and which compete on close margins. Most 
difficult is it to prophesy prices for cotton-seed meal, soy-bean 
cake, etc., since these products are merely one single output in 
huge integrated industries. In the study of by-products of bread- 
making, stale bread deserves special consideration. The whole 
subject of by-products for the cereal industry as a whole offers 
promising rewards to diligent investigators. 

The price schedule is a separate subject of which only one or 
two superficial phases can be touched on here. Wheat and 
wheat flour enter world markets and are there clearly influenced, 
perhaps almost entirely so, by the naming of prices in one or two 
leading centres. As has been noted, the price of wheat is the 
most important factor in the price of wheat flour; yet at the 
same time wheat and wheat flour are market competitors. In the 
case of bread there is the curious situation that the retail price 
has been determined largely by custom. The baking interests in 
the United States are trying to do away with this automatic 
check on the price which the consumer is accustomed to pay. 
In order to keep in business the baker must receive for his product 
a price which will offer satisfactory returns for his enterprise. 
When component factors, such as the price of wheat, baker’s 
help, delivery expense, etc., are too high for him to sell at a 
profit, different alternatives are open to him. He may, for 
example, use cheaper grades of wheat, do away with sugar or 
other non-essential ingredients, abandon home delivery, or reduce 
the weight of the loaf. In by far the majority of the cases it is 
customary for the weight or size of the loaf to be adjusted to the 
cost of the bread in such a way that the final selling price will 
not be altered. Practically all bakers have stated that it is their 
custom to reduce the size of the loaf when their expenses of 
production and distribution are high, and to increase the size of 
the loaf when these expenses decline sufficiently (see report United 
States Food Administration, Policies and Plan for Operation; 
Report Minnesota State Department of Agriculture ; Hearings 
regarding increased price of bread in the District of Columbia, 
66th Congress, 2nd Session, etc.). If we believe that the consumer 
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is fooled thereby, this method of adjusting the bread content to 
price is a questionable one. 

The recognition of this practice has found expression during 
1921 in the passage by four states of laws prescribing regulations 
which establish minimum requirements for the public sale of 
bread. 

In American experience there is nothing to substantiate the 
statement made by Kirkland, that “bread in port towns is, 
quality for quality, usually cheaper than in inland centres.” 2 
He explains this by transportation costs to interior or remote 
places levied on imported wheat or flour. 

Relative price movements have been receiving and are 
receiving probably more attention than any other single phase of 
the whole problem underlying the demand and supply aspects of 
cereals and cereal products. Nothing which has come to the 
writer’s knowledge so far tends to disprove the conclusions of 
Kirkland in the Economic JouRNAL sixteen years ago. In fact 
all evidence substantiates his findings. Further, a few graphs 
compiled by the writer indicate that labour wages in the milling 
and bakery establishments have somewhat similar curves to 
commodity prices. It must be admitted, however, that the 
dissimilar conditions underlying price equations for our wheat, 
wheat flour, and bread series make it difficult to furnish conclusive 
proof regarding explanations for price variations. It is to be 
hoped that students may consider various methods of weighting 
the various components in the making of costs and prices and to 
follow out their investigations accordingly. As an illustration, 
assuming that the retail price of bread is 10 c. and the cost of all 


1 The practice, common in the London bakery trade before the War, of 
selling two-pound loaves at 2 lb. 1 oz. or at 2 lb. 2 oz., and making up the 
deficiency by a small roll or by a piece of bread cut from another loaf, has not 
been followed in America. 

2 Although recognising that England has a constant deficiency in wheat 
and in wheat-flour production, it seems strange that the interior “cost of 
carriage ’’ should exert such an influence with respect to other far larger expenses. 
Monthly bread price: for fifty-one leading American cities are available in the 
Monthly Labor Review, United States Department of Labour. Price per bread 
pound for May 15, 1922, places chosen at random, for six leading coast cities 
(Baltimore, Boston, New Orleans, New York, Seattle, San Francisco) averages 
8-75 cents, and for six leading interior points (Birmingham, Chicago, Cincinnati, 
Denver, Minneapolis, Rochester) give an identical figure. The highest in the 
first group is Seattle, located in a wheat-growing region; the lowest is New 
Orleans, located in the cotton belt. The highest in the second group is Chicago, 
a domestic port located in the centre of the world’s granary; the lowest is Denver, 
hundreds of miles away from the largest wheat-fields and flour-mills. It is well 
known that in the same city, under similar conditions, the retail price of 
commercially identical bread loaves may range from ten to fourteen cents. 

















1923] WHEAT, WHEAT FLOUR, AND BREAD COMPOSITE PRICES 49 


ingredients entering the bread loaf is 5¢., a variance of 1c. in 
these ingredients should receive no greater nor less weight than the 
variance of 1c. in the other items equally important in the 
aggregate. The failure to recognise the striking significance of 
the non-material items has led many otherwise competent 
investigators astray.} 

A leading authority is the United States Department of 
Labour, which publishes, through its Bureau of Labour Statistics, 
regular bulletins on commodity and labour prices. Among the 
leading periodic publications are Wholesale Prices ; Retail Prices ; 
Union Scale of Wages and Hours of Labour ; Monthly Bulletin. 
Publications of the Department of Agriculture, Department of 
Commerce, Federal Trade Commissions, and the Tariff Commission 
are also useful, especiaily the statistical Survey of Current Business 
published by the Department of Commerce. War-time prices 
are well handled in the publications of the War Industries Board : 
Mitchell, International Price Comparisons ; Garrett, Government 
Control over Prices ; Wildman, Prices of Foods ; Peltason, Prices 
of Wheat and Wheat Products; Maxwell, Prices of Feed and 
Forage ; Mitchell, History of Prices During the War. Further 
studies of Mitchell appear in Bureau of Labour Statistics, Bulletin 
284, Index Numbers of Wholesale Prices in the United States and 
Foreign Countries. The monthly Industrial Bulletin, issued by 
the Industrial Commissioner of New York State, Albany, gives 
monthly commodity and labour prices. 

In conclusion, the writer is in substantial agreement with the 
earlier writer in the Economic JouRNAL. While my information 
is admittedly incomplete and from many points of view unsatis- 
factory, my findings are not much out of line with those earlier 
expressed. 

A great deal of more or less valuable material can be obtained 
by reference to recent American publications. Attention is called 
especially to publications of the United States Departments of 
Agriculture and Commerce, and to the bulletins issued by the 
State agricultural departments, and by the land grant colleges. 
There is also scattered testimony contained in Government 
hearings before Congressional committees. Intensive studies 
dealing with food products, notably wheat and bread, are being 
undertaken by the Food Research Institute of Stanford Univer- 
sity, whose directors have been prominent in University and 

1 See report of the price of bread, District of Columbia, for detailed figures, 
furnished by the leading local manufacturers, for all main expense items extending 


over sixty-five consecutive periods, 1914 to 1920, inclusive. 
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Government research work. Their access to the complete records 
of the Belgian Relief Commission during the War and to the 
records of the United States Food Administration, both files 
turned over by Herbert Hoover to his alma mater, provide excel- 
lent opportunities for first-hand information. 

Apparently the difficult pioneer production and marketing 
studies which are being undertaken in America at the present time 
give a fair degree of assurance that these outstanding problems of 
applied economics will receive marked attention. The present 
stage in these investigations is, however, too early to cause us to 
be either unduly optimistic or pessimistic regarding the ultimate 
achievements. From the standpoint of exchange and consump- 
tion, source materials based on conditions in the United Kingdom 
would be extremely helpful. 

Exiot G. Mrears 


Stanford University, 
California. 
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THE INDIAN FISCAL COMMISSION, 1921-22 


Report of the Indian Fiscal Commission, 1921-22. (Simla, Supt. 
Government Central Press. Pp. 239 + xvii. Price 6s. net.) 


THE Indian Fiscal Commissioners would have been more than 
human if they had been quite unaffected by the very strong 
drift of events in recent years towards a policy of Protection 
to Indian manufactures. A few months before their appoint- 
ment the British Government had accepted in principle the 
demand for Indian fiscal autonomy. The evidence laid before 
the Commission disclosed strong feeling in favour of Protection, 
a feeling which extended alike among those who might expect 
to gain and those who might expect to lose, and drew further 
strength from memories of the political activities of Lancashire. 
Finally, the fiscal alternatives before the Commissioners might 
not unreasonably be presented as a choice between the accidental 
and uncertain protective effect of a high general revenue tariff 
and that of a tariff deliberately designed to serve the ends both 
of Protection and revenue; for the extreme financial pressure 
in the years following 1916 had compelled the Indian Govern- 
ment to raise nearly one-third of its central revenue from a 
wider range and higher level of import and export duties, some 
of which were, and are, protective in effect if not in intention. 
Indeed the practically minded, having read so far, might be 
excused if they thought further reading a superfluity and turned 
at once to the Commissioners’ recommendations. They might 
remember the precedent set by a certain High Personage on 
his approach to a town which failed to mark his arrival with 
the customary salute. On being assured by its Governors that 
they were prepared to lay before him one hundred convincing 
excuses for their omission, the first being their complete lack of 
guns, he was good enough to express his entire willingness to 
forgo the remaining ninety-nine. 

However, the Commissioners’ argument is by no means one 
to be lightly passed over. Refusing to use in its support the 
strong trend of Indian sentiment, they rest their case, supported 
by quotations from J. S. Mill and Prof. Pigou, upon the oppor- 
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E2 











52 THE ECONOMIC JOURNAL [MARCH 


India; and present a reasoned argument which bears every 
indication of an impartial, well-considered examination of the 
effects of the adoption of their proposals on the well-being of 
India. No attempt is made to reason away the burden which 
their policy will lay, temporarily at least, on the consumer. The 
hired agricultural labourer, it is argued, will not be injured; 
the main loss will be borne by the professional, clerical and petty 
trading classes and the independent cultivator of the land; 
but there is no discussion of the possibility that the independent 
cultivator may be able gradually to shift his burden on to the 
Government by way of lower payments to the central land 
revenues. Further, the Commissioners give no encouragement 
to the claim that the newly-developed industries will form a 
compensatory source of employment in periods of famine; on 
the contrary, they point out that hand-loom weavers are among 
the first to suffer at such times. Moreover, they admit that, by 
reason of the greater need for such public services as education 
and sanitation, the costs of administration will rise as the popula- 
tion passes from the country into the industrial centres—a hint, 
it may be supposed, that much remains to be done in improving 
town conditions before the agricultural workers are persuaded 
to leave their villages in adequate numbers. Only when the 
Commissioners discuss the possibility of political corruption do 
they seem to understate the difficulties incidental to their 
policy. They claim that under the recent system of high revenue 
duties there has been no trace of such influences; and that a 
safeguard is provided in the variety of interests represented in 
the Legislature, in particular the strong representation of 
agricultural and landed interests. Yet it is well known that in 
other countries, railway commissioners granted the largest 
possible measure of independence have been unable to develop 
the system under their control in any very close accordance with 
strictly economic considerations. 

But these are not the principal issues. The Commissioners’ 
main argument is that India has yet-unexploited natural 
advantages for industry. They claim that she has adequate 
sources of power, abundant raw materials, an excessive supply 
of unskilled labour on the land, and potential sources of capital ; 
that these are good evidence of her latent powers of industrial 
growth; and that temporary encouragement by the State will 
lead to an expansion of her manufacturing powers, accompanied 
by an intellectual stimulus and a wider outlet for diversity of 
talents. Whether these ‘“‘ natural advantages ”’ really constitute 
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good prima facie evidence of latent industrial powers is a matter 
to be touched on later. 

The manner in which such State assistance should be given 
has been carefully considered. There is to be created a per- 
manent, advisory Tariff Board of not less than three, highly 
paid, members who are to be selected, not as representatives 
of areas or interests, but for their possession of high personal 
qualifications. It will be the duty of this Board to investigate 
the business prospects of existing and potential industries and 
to recommend the grant of State assistance only if three con- 
ditions are fulfilled. These conditions are severe. The Board 
must be satisfied that the industry under inquiry has natural 
advantages ; that it is in need of help for its proper development ; 
and that it will eventually be able to face the world’s competition 
unaided. 

The particular form of State assistance to be recommended 
will vary with the circumstances of each case. A considered, 
yet apparently faulty, argument on the nature of export duties 
leads the Commissioners to rule out their use for purposes other 
than revenue. Ordinarily, therefore, the assistance is to be 
given by import duties adjusted as closely as possible to the 
necessities of each manufacturing group. But when a selected 
industry is not yet in existence, so that any estimate of its business 
prospects is highly conjectural; or when an industry cannot be 
expected ever to supply more than a small fraction of the home 
demand, so that an import duty would be extravagant; protec- 
tion may, it is argued, be more suitably given in the form of a 
bounty. A similar method is to be employed in those awkward 
cases where a duty on imported machinery, steel, or other basic 
products might compel the grant to finishing industries of a 
measure of protection otherwise unnecessary. The Honourable 
Lala Harkishen Lal is to be thanked for the summary: “‘ Nurse 
the baby, protect the child and free the adult.” 

The capacity and courage required to select those and only 
those native industries which can show an economic title to 
assistance and to assign to each its appropriate and only its 
appropriate measure of assistance calls for a Tariff Board of 
rare quality. But when their recommendations on these matters 
are formulated and accepted their work is still only half done. 
They must then face an even more difficult and invidious task : 
that of urging the withdrawal of this assistance as it becomes 
no longer necessary. Realising the difficulties which will be 
met, the Commissioners nevertheless reject the proposal that 
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the bounty or duty should be enacted for a fixed period; for 
they recognise that the rate of expansion of any industry cannot 
be foreseen and that the necessary period of Protection may 
extend to thirty years or more. Accordingly they propose that 
the Tariff Board should watch each selected industry during its 
infancy, urging the withdrawal of assistance if it shows no pros- 
pect of success, pressing for the modification of duties where 
this may be desirable, and for their abolition when an industry 
has reached full competitive efficiency. This then is the 
Commissioners’ scheme; temperate and reasoned; its main 
theoretical argument unassailable; but its administration calling 
for a Tariff Board, a Legislature and Government of a quality 
of which the world seems yet to have had little experience. 

But to admit the orthodoxy of the Commissioners’ theory is 
not to accept unquestioned the fundamental assumption on 
which it rests: the assumption that the natural advantages 
they enumerate form strong prima facie evidence of latent 
manufacturing capacity. Before taking up that point, however, 
it may be as well to consider briefly a more general aspect of the 
situation which suggests that, quite apart from the Commis- 
sioners’ argument for ‘‘ nursing the baby and protecting the 
child,”’ the case for Protection in India is rather stronger than 
at first appears. 

Let the objections to the adoption of a protective policy in 
an industrially advanced country be put in this form: during 
the period of readjustment which follows the imposition of a 
protective tariff, the increased profitableness of business in the 
industries favoured by it may lead to a temporary increase in 
the total quantity of resources employed within the country; 
but the reduced profitableness of business in other industries 
not so favoured will lead gradually to a contraction in their 
productive power at least equally great; so that in the long run 
the imposition of such impediments to trade must almost 
inevitably reduce the attractiveness of the protected area to 
resources in general and thereby diminish the total quantity 
of resources employed within it. Now consider an alternative 
case. Suppose that a protective tariff is introduced in another 
country the disposition of whose resources is largely governed 
by non-economic influences. Then may it not be that the 
reduced profitableness of the injured trades will not lead to 
any considerable diversion of their resources into the industries 
favoured by the tariff? And is it not possible that the increased 
profitableness of business in these protected industries will 
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draw in resources from abroad and so result, not in a temporary, 
but in a permanent, increase in the aggregate resources employed 
within the protected area? It seems probable that some such 
result would follow in India, where for each worker in industry 
proper there are nearly one hundred on the land. The reasons 
for so thinking are these. According to the Commissioners, the 
sentiment in favour of investment in land is so firmly established 
in India that the application of their protective policy is unlikely 
to reduce its volume; and again, on the same authority, the 
attachment of the labourer to the soil and his dislike of sustained 
industrial work has hitherto been so strong that the land bears 
a large surplus of workers in excess of what is required for its 
thorough cultivation. On these and other grounds the Com- 
missioners rest their belief that the effect of their proposals 
will be to weaken the traditional sentiment of land-workers, 
though not of investors, and so gradually enable numbers to be 
drawn into the newly developing industries without appreciably 
reducing the agricultural output. Admitting that this claim a 
little outruns the realities of the situation, it still seems likely 
that it is substantially true. And in the degree that it is true 
it would seem that the application of a protective policy to India 
would permanently increase the attractiveness of her area to 
foreign capital, skilled labour and business men, and so per- 
manently increase the quantity of resources employed within 
her area. It may be that the exploitation in this way of the 
special non-economic conditions prevailing in India would not 
fully set off the purely economic loss resulting from other effects 
accompanying the application of a protective policy; and it is 
perhaps even less likely to set off the injurious social consequences 
which may result from an arbitrary redistribution of wealth and 
the diversion of large numbers of labourers from their villages 
into the present conditions of industrial centres. But so far as 
it goes the argument tells in favour of a policy of Protection. 
When these special considerations are joined to the Com- 
missioners’ proposals for a discriminating policy of developing 
potential industries, the economic case for a protective tariff 
begins to grow formidable. But it may be doubted whether 
the natural advantages for industrial development claimed by 
the Commissioners—the possession of power, raw materials and 
so on—form so good a prima facie case for Protection as at first 
appears. Is it not essential to their argument that these 
“natural advantages’ should include adequate supplies of 
organising ability, actual or potential? And are these supplies 
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in sight? On this subject the Commissioners are silent, or nearly 
so. They refer indeed to India’s former pre-eminence in highly 
skilled industry; but, reasonably enough, they refrain from any 
explicit inference that she will therefore be able to produce 
large numbers of business men of initiative and energy com- 
parable to those of her foreign competitors. They recommend, 
too, that the grant of Government contracts should be accom- 
panied by the condition that provision should be made in the 
contractor’s works for the training of Indian apprentices; but 
here they seem to have in mind the training not of business 
men but of skilled artisans. This deficiency in the ‘“ natural 
advantages’ which form the prima facie case for discriminating 
Protection may possibly be filled by business men from outside 
sources. Such a remedy would, naturally enough, be out of 
accord with Indian sentiment. Nevertheless the Commissioners 
are to some extent relying on it; they reject the more sweeping 
proposals laid before them for restricting the new industries to 
native resources. The farthest they go in this direction is to 
recommend that the Indian Government should grant monopolies 
or concessions only to ‘‘ companies incorporated and registered 
in India with rupee capital, such companies to have a reason- 
able proportion of Indian Directors, and to afford facilities for 
training Indian apprentices.” 

It is impossible to examine here the paragraphs in which the 
Commissioners discuss the relations of the revenue and the 
protective tariff, the industrial bias to be given to primary 
education, the Indian cotton excise, the technical advantages 
of “‘ tariff valuation ” as against specific and ad valorem duties, 
and many other matters of interest but of secondary importance. 
Something, however, should be said of their views on Imperial 
Preference. 

They treat this many-sided question with the same tem- 
perate judgment which marks the whole of their report. But 
the economic argument here, as in the discussion of export 
duties, seems imperfect. A single instance will serve. Examin- 
ing the advantage to India of the preferential duty on tea granted 
by the United Kingdom, and having in mind the fact that India 
and Ceylon provide 90 per cent. of the supply, they write: “‘ It 
may be assumed in accordance with the general economic 
principles which we have stated above that the price to the 
British consumer will be regulated by the preferential, and not 
by the general, rate of duty,” so that “‘ the preference on Indian 
tea is only of indirect advantage to the Indian tea producers 
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by way of a possible extension of their market . . . it does not 
operate to increase their profits per pound of tea sold.” Yet 
if the tea industry had been situated in the United Kingdom 
and an import duty equivalent to the preference had been 
imposed on foreign supplies, it would surely be agreed that the 
home producers would derive a direct money advantage as well 
as a possible extension of their market. And the two cases 
seem in essentials to be identical. This doctrine of the Com- 
missioners, that if the country receiving preference supplies 
only a small part of the imports, its producers will get the old 
price plus the preference, and that if it supplies a large part of 
the imports its producers will get only the old price, seems to 
be too inflexible; it expresses two limiting cases; whereas the 
actual case they discuss would seem to be an intermediate one. 
This point of economic theory need not have been touched on 
critically, if it had not infected in some degree their general 
view of Imperial Preference. 

Their evidence, they say, disclosed an antagonism which 
was almost unanimous. This opposition was based partly on 
the belief that the adoption of a preferential policy would 
prejudice India’s fiscal autonomy, a belief which the Commis- 
sioners regard as ill-founded; partly on a fear that its adoption 
might weaken the protection of India’s industry, a danger 
against which they make provision; and partly on a feeling that 
so poor a country as India should not be expected to tax herself 
to benefit so rich a country as the United Kingdom, a very 
reasonable contention which the Commissioners on the whole 
endorse. Having reviewed the opinion of their witnesses they 
pass on to consider to what extent India’s foreign trade lends 
itself to the support of a more developed policy of Imperial 
Preference. The conclusion they reach is that she has little to 
gain and little to give. This for two reasons: the one that her 
exports of food-stuffs and raw materials are not likely to benefit 
much from tariff modifications, for their marketing is not greatly 
hampered, as is the marketing of manufactures, by heavy import 
duties; the other that she could not give preferential treatment 
of any great value except at a serious cost to herself. However, 
the Commissioners refuse to judge the question merely as a 
matter of profit and loss. They recognise an Imperial aspect 
and would not have India standing within the Empire in a 
position of moral isolation. A free gift from India, however 
small, would, they believe, be welcomed by the United Kingdom 
as a gesture of friendship and a proof that India recognised her 
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position as a member of the Empire. This is the Commissioners’ 
attitude towards the United Kingdom. It is summed up in 
their reaffirmation of the opinion that no preference should 
inflict any appreciable net loss on India or weaken the pro- 
tection afforded to her industries; their desire that India shall 
do what she can; and their recommendation that action should 
begin with an inquiry by the Tariff Board and the submission 
of their findings to the Indian Legislature, without whose 
approval no preference should be granted. The policy they 
propose that India should adopt in her relations with other 
parts of the Empire is a different one; it should take the form 
of entering into agreements for mutual concessions based on the 
prospect of mutual trading advantages. 

Given that India’s future tariff policy is predetermined by 
her fiscal autonomy and the heavy pressure of native opinion 
in favour of Protection, and adding that her special circum- 
stances lessen its economic disadvantages, it may be urged that 
the Tariff Commissioners have dealt with their subject in the 
manner which will best serve the interests of India. When the 
drift of events is so strong, it may be more useful to guide than 
to oppose it. The Commissioners rest their case on India’s 
latent capacity for industrial growth. That case would have 
been stronger had it been shown that India’s “ natural advan- 
tages’ included the possession not only of the materials of 
industry, but also the business men willing and able to organise 
it. Further, it may be doubted whether any modern political 
and administrative machinery would be fully capable of carrying 
out the proposals detailed in the report. But if India has already 
settled the general character of her future fiscal policy, these 
objections are hardly relevant. The Commissioners have done 
all that is possible. They have shown clearly the difficulties 
in the way and have laid down the lines on which a protective 
policy must be developed if it is to have any reasonable chance 
of increasing the prosperity of India. 

A dissenting minute is signed by the President and four 
other members. To Western minds it must inevitably seem 
curious in form and argument, and singularly unconvincing. It 
carries the discussion into a new and different atmosphere. Its 
strength is drawn from different sources. A feeling of what 
ought to be, and therefore must be, takes the place of dispassionate 
consideration of what is likely to be. ‘‘ The Indian people expect 
by means of protection and whole-hearted co-operation of the 
State to reach a commanding position in the industrial world 
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within a reasonably short period of time. They will not be 
satisfied by a policy which is likely to make them concentrate 
their efforts for many years to come on the manufacture of 
simpler forms of goods.” ‘‘ A policy which is likely only to 
lead to this result for many years to come is not and cannot be 
acceptable to the people of India.” There should be an un- 
qualified pronouncement that the fiscal policy best suited to 
India is Protection; its application should be regulated not on 
the lines of the report, but “‘ by such discrimination as may be 
considered necessary by the Government of India and the Indian 
Legislature.” Nevertheless the Tariff Board should be retained, 
two of its members to be elected by the non-official members 
of the Indian Legislature. The signatories of the minute regret 
that their colleagues “‘ should have thought fit to depreciate 
the capacity of Indians in the matter of industrial enterprise.”’ 
In order that industrialisation should proceed very rapidly they 
** are prepared to accept the advent of foreign capital to accelerate 
the pace’’; but only on the condition that foreign enterprise 
in Indian industries should be subject to the conditions imposed 
by the report on the parties to whom the Government may grant 
monopolies and concessions. Finally, their view is that India 
should not accept the principle of Imperial Preference until she 
has attained responsible Government and is able to regulate her 
fiscal policy by the vote of a wholly elected Legislature; and 
no trade agreement should be entered into with any Dominion 
unless it agrees to treat the Indian people on a footing of equality 
and to repeal all anti-Asiatic legislation which affects them. 
This minute leaves the reasoning of the report almost 
untouched; and indeed its own reasoning is open to consider- 
able criticism. But such criticism would in the main be beside 
the mark. For it would be of little use to attempt to estimate 
the logical force of what in its essence is not a piece of reasoning 


but a confession of faith. 
F. LAVINGTON 











PROFESSOR JEVONS ON THE INDIAN EXCHANGE 


The Future of Exchange and the Indian Currency. By 
Proressor H. StantEy JEvons. (Oxford University Press, 
Indian Branch. 1922. Pp. xii+264+4. 18s. 6d. net.) 


Tuts book is most stimulating to thought, and contains within 
a small compass the chief data on which to form a judgment. 
Professor Jevons has inherited his father’s gift of never writing 
a dull line. I recommend it to everyone who is interested in 
this perennially interesting question—subject only to the proviso 
that the price of the book in relation to its length is outrageously 
high. 

Professor Jevons admits, somewhere in the course of the 
book, that he was gradually thinking out his conclusions while 
he wrote, and had not arrived clearly in his own mind at the 
conclusions of the last chapter when he began the first one, 
with the inevitable result that the broad outline of his argument 
does not stand out as plainly as it might. But the stages of 
his main argument are as follows :— 

(1) He accepts the view that the rate of exchange of the 
rupee with sterling will be determined by the ratio of the Indian 
rupee price level to the British sterling price level. Everything 
depends, therefore, upon what is going to happen to these two 
price levels respectively. 

(2) The Indian price level will depend on the currency 
policy of the Government. For all practical purposes it is now 
on the basis of inconvertible paper, so that internal prices 
are not automatically adjusted to outside prices. Under the 
policy existing at present the volume of currency in India cannot 
fluctuate very much. The Government is not melting rupees 
or selling gold, or paying off at most more than a relatively small 
amount of the securities in the paper currency reserve. Unless, 
therefore, the Government changes its policy on one or other 
of these heads, the volume of currency cannot fall very much. 
On the other hand, the Government is not coining more rupees 
at present, and is not adding to the securities in the paper currency 


1 So high as to reflect discredit, primd facie, on the justly celebrated house 
which publishes it. 
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reserve. So long as these conditions obtain, it is equally the 
case that the currency cannot increase very much. The Govern- 
ment is too high-minded to inflate and too impoverished to deflate, 
a happy combination of inhibitions which tends to keep prices 
steady. Not that prices must therefore remain absolutely 
steady; they can suffer a certain amount of fluctuation for 
reasons not arising out of monetary policy. For example, a 
certain number of rupees disappear from circulation every year. 
A good harvest might put prices down, for obvious reasons, 
and there are other minor influences. Nevertheless, the broad 
conclusion holds that if the Government goes on as at present 
prices are not likely to move sensationally. Only if the Govern- 
ment deliberately deflates by one or other of the methods open 
to it, will prices fall; and only if it inflates, will they rise. 

(3) What about sterling prices? On this head Professor 
Jevons comes to two conclusions. He thinks that the trade 
cycle will cause a certain increase of sterling prices in the near 
future, but that this will not last very long or go very far, and 
that a big rise for trade cycle reasons is not due for some years 
yet. On the other hand, he thinks that the long period trend 
of world prices, as distinct from cyclical movements, is likely 
to be, on the whole, downwards during the next generation. 
He gives some reasons for this, but also nearly as many on the 
other side. 

(4) Is there any factor tending to disturb the relation between 
internal prices and external prices as measured by the level of 
exchange hitherto? Professor Jevons thinks that the effect of the 
new and prospective import tariffs may be to raise internal prices 
relatively to external prices somewhat, perhaps 15 per cent., in the 
absence of any movement in the level of exchange; or alter- 
natively, if internal and external prices both remain at their 
present level, to raise exchange by say 15 per cent. 

Accordingly he sums up with the opinion that, unless the 
Indian Government do something to stabilise the exchange, 
the tendency of sterling prices to fall will, in the absence of any 
deflation in India itself, tend to drag down the exchange. He 
does not, however, look for this quite immediately, first because 
of the temporary upward movement of sterling prices which 
he foresees in the near future, and partly because the new tariff 
will have an initial influence in the opposite direction. 

Assuming the correctness of this argument, what ought 
the Government of India to do? Professor Jevons sees no 
advantage in leaving matters alone, which would result, in his 
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judgment, in a slow sagging of the exchange. On the other 
hand, he thinks that it would be perfectly feasible for the Govern- 
ment, with its present resources available for purposes of deflation, 
to carry through with success the very moderate deflation which 
might be required to stabilise the rupee at ls. 4d.; because, 
although he expects a fall of world prices, he does not expect 
this to be so severe as to require heavy deflation in India. On 
the other hand, he is opposed to any attempt to raise the rupee 
up to the 2s. level, on the ground that the deflation required in 
India to effect this, since it would have to be sufficient both to 
counteract falling external prices and to raise the exchange, would 
involve a disastrous interference with the business life of India. 

Therefore let the rupee be stabilised forthwith at ls. 4d., and 
let the Government of India dismiss from their minds the bogey, 
which mainly influenced the Currency Committee of 1919, of 
silver rising in price so much that the bullion value of the rupee 
would exceed its currency value. 

This is a powerful argument, which takes account of the 
main factors of the case, and proceeds, in my opinion, in 
accordance with a sound schematism. 

Nevertheless, I have two important reservations to make, and 
do not altogether endorse Professor Jevons’ conclusions. 

In the first place, I do not accept his conclusion that the 
trend of sterling prices is likely to be downwards. This is too 
long an argument to enter upon here. But I believe that the 
general tendencies towards a rise of prices, the existence of which 
Professor Jevons admits, are likely to overbalance causes operating 
in the other direction. In any case, prophecy is almost impossible, 
because many unknown factors will come into play; but if I 
had to guess, I should make the opposite guess to Professor 
Jevons, and should say that prices are more likely to rise than to 
fall. In addition, I think he under-estimates the rise of prices 
which is likely to come about during the impending trade revival, 
if he is right, as I think he is, that such a revival is due to take 
place. The price level reached during the depth of the depression 
was so much below what was really justified by world currency 
conditions that a substantial rebound may easily occur. 

If I am right about this, exchange, if it is left to itself under 
present conditions, is likely to tend gradually upwards rather 
than downwards as Professor Jevons predicts. How far it will 
go up, whether to ls. 5d., to 1s. 6d., or a good deal higher, it is 
impossible to say, but I should expect the trend to be in that 
direction rather than towards 1s. 3d. or ls. 2d. 
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My other point is of a different kind. I think that Pro- 
fessor Jevons over-estimates the advantages of stability in 
exchange as against stability in internal price level in the case 
of such a country as India. Indeed, it is not obvious anywhere 
in the course of his book that he is clearly aware of the important 
antithesis between these two aims, although the latter aim much 
influenced the recommendations of the Indian Currency Committee 
of 1919. As he points out, the price level in India has remained 
during the recent sensational years very much steadier than 
anywhere else in the world. He shows on page 212, that if 
we consider the fall in prices from the highest monthly figure 
in 1920 to June 1921 the drop was in England 41 per cent., in the 
United States 47 per cent. and in India 12 percent. But he does not 
draw the conclusion that the much-abused exchange policy actually 
pursued deserves a large part of the credit for this phenomenon. 
By allowing exchange to rise somewhat precipitately during the 
time when sterling prices were rising furiously, India was spared 
the extremity of rise which took place elsewhere ; and by allowing 
exchange to fall during the acute period of the depression from 
April 1920 to April 1921 India was also spared the full fury of 
the collapse ‘of prices. If the rupee exchange against sterling 
had been stabilised through the whole of the last three years 
at any level you choose to mention, India would presumably 
have felt the full fury of the price fluctuation in Great Britain. 
Stability in the internal price level is so superlatively desirable 
in such a country as India, that the fact of her having got through 
the recent cycle with so small a fluctuation of internal prices is 
a great deal to be set against the inconvenience to merchants 
engaged in foreign trade from the fluctuations in exchange. 

The most just criticism of the Government of India’s action, 
in the light of after-events, is that, from every point of view, 
they were overdoing it in attempting to raise the rupee so high 
as 2s. 8d.—a rate not contemplated by the Currency Committee. 
Prices outside India never rose so high as to justify a higher 
exchange than 2s. 3d. on the criterion of keeping Indian prices 
stable at the 1919 level. 

The following table of approximate values, which I have 
compiled, exhibits: first, the remarkable stability of Indian 
prices during 1919-20; second, the hopelessness of the attempt 
to maintain the rupee at the highest 1920 figure, namely 2s. 8d., 
unless the Government were prepared to deflate internal prices 
some 20 per cent.; and third, the accuracy with which the 
purchasing power parity theory has worked, apart from the 
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temporary and unsuccessful aberration of the 2s. 8d. rupee for 
a brief period in 1920, as between India and England, indicating 
considerable stability in the real ratio of exchange between the 
two countries. 

















Value of Rupee in Sterling. 
Indian English ; 
Prices. Prices. Purchasing Actual 
Power Exchange 
Parity. ‘ Be. 
Average, 1919. 100 100 100 100 
Highest, 1920. . 112 129 115 152 
Lowest, 1921. . 95 65 69 72 
Average, 1922? . 90 64 71 74 











In the light of this experience I should be disposed, at the 
present juncture, to aim at sparing India some part of the rise 
in prices which is likely to occur in England by leaving matters 
as they are a bit longer, and letting movements outside India 
pull the exchange just as they like, in the hope that internal 
rupee prices would tend in that case to maintain their present 
relative stability. When the English index number had risen 
say to 200 or a little above as compared with 1913, then I might 
be inclined to stabilise the exchange, for the time being, without 
giving pledges for the future, at whatever level it had attained 
of its own motion by that time. For I fully accept Professor 
Jevons’ arguments as to the feasibility of fixing exchange, within 
reason, at whatever level the Government of India think fit; 
and I also accept his view as to the general presumption in favour 
of fixing exchange more or less where you find it at the moment 
of stabilisation, rather than of trying to force it to some fancy 
figure. 

I have not elaborated the arguments against Professor Jevons’ 
view as to the future of world prices; but the passages which 
he interpolates about the harvest cycle and its effect on the 
trade cycle are no longer quite up to date, and are somewhat 
crude, having regard to recent more elaborate developments of 
credit cycle theories in general. 

Since the publication of Professor Jevons’ book, the rupee 
has moved moderately but appreciably upwards, until, as I 
write, it stands above ls. 4d. Meanwhile the Indian authorities 
have modified their policy to the extent of recommencing the 


1 Statist. 2 First 10 months. 
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sale of Council Bills by tender. This has retarded but not 
prevented the rising tendency and appears to be due to the 
usual desire on the part of the India Office to strengthen its 
sterling balances (although it appears from Professor Jevons’ figures 
that replenishment can hardly, as yet, be essential), rather than 
to any definite decision about future policy. Moderate sales 
of Councils in accordance with cash requirements would be 
quite compatible with the general policy I suggest above. Sir 
Basil Blackett, the new Finance Member of the Viceroy’s 
Council, has gone to a problem not quite so thrilling as some of 
those he has left behind him, but of purer intellectual quality 


perhaps. 
J. M. Keynes 


No. 129.—vou. XXXII. F 








PANTALEONI FASCIST 


Bolcevismo Italiano. By Marrreo PanTaLEont. (Bari: Laterza. 
1922. Pp. xlviii ++ 277.) 

Cooperativismo Rosso, Piovra dello Stato. By GiovANNI PREZIOSI, 
with an introduction by Marrreo PanTaLeoni. (Bari: 
Laterza. 1922. Pp. 322.) 

La Borghesia fra due Rivoluzioni. By Firirro Cari. (Bologna: 
Zanichelli. 1922. Pp. 281.) 


Tue economic effects of the political triumph of Fascismo in 
Italy have not yet been fully revealed. Professor Pantaleoni’s 
book, however, throws some light on its economic objectives, 
and also on its political mentality. This book is a far cry from 
those writings on the theory of the incidence of taxation and on 
‘pure economics” which securely established their author’s 
reputation in the ’eighties. It is, indeed, a polemical tract, more 
akin to Adam Smith’s Wealth of Nations and, in another sense, 
to Marx’s Capital, than to the coldly unpolitical and _ polite 
economics of many later professors. It is directed, with brilliancy 
and venom, against ‘‘ Bolshevism ”’ in Italy, and demands that 
all steps recently taken by the State to limit the freedom of private 
enterprise and the determination of prices by unregulated com- 
petition shall be immediately retraced. Professor Pantaleoni has 
already persuaded Signor Mussolini to repeal the Italian Rent 
Restrictions Act. He advocates also the transfer from public 
authorities to private enterprise of railways, shipping and 
harbours (pp. 50-51), and likewise of posts, telegraphs and 
telephones. 

‘“‘ Bolshevism,” which he characterises as “a decomposing 
corpse’ (p. iii), is interpreted broadly, so as to include the 
activities of co-operative societies (pp. v and 170), their exemp- 
tion from taxation (pp. xiii-xiv), proposals for breaking up the 
Latifundia (p. xli), high wages for State employees (p. xxiii), the 
fixing by the State of maximum prices of commodities (p. 27), 
the building of houses by local authorities (p. xxxiv), the require- 
ment by the Milan City Council that all their employees should 
be trade unionists (p. xxxix), and the provision by the latter body 


‘ 

















MARCH 1923] PANTALEONI FASCIST 67 


of free shaves for the City fire brigade (p. xxxviii). Mr. Sidney 
Webb is a “ Bolshevik Solomon,” with a ‘“‘ Pantagruelian smile” 
and ‘‘a wink for his Bolshevik comrades, when he speaks of 
equity, justice, pity and generosity towards the expropriated ”’ 
(pp. xlv—xlvii). The Jews, also, are allied with Bolshevism 
against the spirit of nationalism. “ W. Wilson, a type of Pecksniff 
who has now disappeared amid universal execration’”’ (p. 115), 
was at the Peace Conference “in the hands of international 
Jewish finance. The Conference had as its secretary and inter- 
preter Mantoux. Lloyd George was in the hands of Sassoon and 
the Isaacs gang. Clemenceau in those of Mandel Rothschild ” 
(p. 179). The League of Nations is ‘‘a new instrument for 
hindering private enterprise, freedom of contract and the free 
international movement of capital and labour. It acts by 
means of governments, to the damage of private citizens” 
(pp. 51-2). It acts thus “ under the partial but powerful influ- 
ence of Jewish internationalism ” (pp. 66-7). Evidently the world 
is full of snares for the unwary. 

Among the effects of Bolshevism so far realised in Italy are the 
“ artificial deformation ”’ of the Pareto curve of normal distribu- 
tion of incomes (pp. xvi and 58) and the increase of public drunken- 
ness “‘ among men and women of the working class in all the 
great cities, where the large increase in wages has not been 
accompanied by increasing refinement, since the workmen and 
their wives live like pigs in their houses and waste a great part 
of their wages on wine ”’ (p. xiv). This is quite natural, for “‘ to 
me it appears obvious that the classes with the smaller incomes 
are markedly deficient in good qualities, and that this deficiency 
is, in fact, the cause of their smaller incomes ”’ (p. 36). 

Professor Pantaleoni ridicules the alleged educative effects on 
the workmen of any measure of “ workers’ control,’ which 
proposes to ‘‘ turn business enterprises into kindergartens, and 
to create relations of harmony and sentimentality between the 
despoiled (the industrialists) and the despoilers (the workmen 
stirred up by agitators). This is only ‘a Bolshevik assault 
under cover of law”’ (p. 89). He is a passionate believer in the 
efficiency of capitalism, with its natural selection of industrial 
leaders (pp. 126-7), (except apparently when these happen to 
be Jews), in the virtues of the “ middle class, open to all the 
winds of competition,” and in their superiority to the ‘‘ common 
people ”’ (p. 109). 

Free competition is his remedy for all our economic discon- 


tents, and Fascismo the political means to this end in Italy. 
F2 
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“ The Fascisti are the youth of the middle class. They labour, 
not to fill their stomachs, but for an ideal. They seek no loot, 
but desire the greatness of their country’ (p. 216). Peaceful 
methods are not essential. “‘In my opinion,” he writes, ‘‘ we 
should rule out no means of crushing the Socialist movement, 
even if such means are called by the Socialists civil war, military 
dictatorship or middle-class reaction” (p. 3). And elsewhere, 
referring to the vogue of Marxian doctrines at Fiume, where he 
acted as D’Annunzio’s Minister of Finance and had difficulties 
with the workmen in the State tobacco factory, who claimed 
“the whole product of their labour”? and thus threatened to 
wipe out his chief source of revenue, he asks, “ in the last resort, 
how can one deal with a doctrine devoid of logical foundation 
except by means of the Fascist stick? The stick applied to the 
leaders soon cures their followers ”’ (p. xxxi). 

Professor Pantaleoni has written a most entertaining book. 
It may signify much or little that he has had occasional doubts 
as to the soundness of Signor Mussolini (Chap. X). 

Dr. Preziosi’s book is highly praised by Professor Pantaleoni 
in his introduction. It is a vigorous attack on the Italian Co- 
operative Movement, and mainly consists of articles reprinted 
from the Giornale d'Italia. Dr. Preziosi makes a great variety 
of accusations. He asserts that many prominent Italian co- 
operators are members of the Socialist Party, that some of them 
simultaneously hold official positions in Co-operative Societies 
and directorships in Joint Stock Companies, that many co- 
operators who were opposed to the war made money by supplying 
military uniforms, that some Co-operative Societies act merely 
as profiteering middlemen, that many are incompetently and even 
dishonestly managed, that some are controlled by Jewish Free- 
masons, that none are adequately taxed, and that the Co-opera- 
tive Movement has been heavily subsidised out of public funds 
both during and since the war. In particular, under this last 
head, he complains of the fact that the National Co-operative 
Society, which was formed to collect and sell the miscellaneous 
war stores left scattered about the battlefields, was granted 
the right of free transport of its treasure trove over the State 
railways to certain specified destinations. Without a fuller 
knowledge of both sides of the controversy than Dr. Preziosi’s 
book affords, it is impossible to judge how far his various accusa- 
tions are true. Some of them, even if true, have little or no 
economic importance. On certain points—business efficiency, for 
instance, or probity of management, or extent of State assistance 
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—it would be interesting to compare Co-operative Societies with 
ordinary business enterprises performing similar functions. But 
Dr. Preziosi specialises in the sins of co-operators. In 1921 it 
was proposed by certain Fascist and Nationalist deputies in the 
Italian Chamber that a Parliamentary inquiry should be held into 
the extent of public subsidies to Co-operative Societies, the 
principles and methods adopted in giving such subsidies, and the 
working of the Institute for Co-operative Credit. The Socialist 
Party declared its willingness to support such an inquiry, pro- 
vided that its scope was extended so as to include also the 
question of public subsidies to private enterprises. Dr. Preziosi’s 
comment is as follows: ‘‘ When a Party, which poses as the 
guardian of probity, is driven to such subterfuges as soon as it 
is caught with its hand in the money-bag, that party is already 
condemned ”’ (p. 200). A writer with such a gift for condemnation 
should permit himself to range over a wider field. 

“T am not writing a history,” says Dr. Carli, ‘I am only 
pointing out certain milestones.” Judged by this standard, he 
has written a useful book, containing a clear though elementary 
account of the more important developments, both political and 
economic, in the leading European countries during the period 
between the French Revolution and the second Russian Revolu- 
tion of 1917. He sees in the middle class, “‘ la borghesia,”’ the 
artificers of all the notable achievements of this epoch, political 
democracy, the growth of industry, of transport systems, of 
great cities, of public hygiene, of the press. All these achieve- 
ments he praises, not without occasional qualifications. He 
considers that to-day “ the social position of the middle class is 
virtually stronger than it was before the war,” and that the 
hope of the future lies in the ‘“‘ revivifying of middle-class liberal- 
ism” by the addition of a “ spiritual element.’ Italians, he 
says, are seeking for this element either in Fascismo or in 
D’Annunzio. But Dr. Carli does not distinguish very clearly 
between the various sections, with frequently discordant interests, 
which go to make up “the middle class”’ as he defines it— 
the business community, the recipients of fixed money incomes, 
and “‘ the new rural middle class ” of peasant proprietors, which 
has emerged from the agrarian revolutions of Eastern Europe. 

Hvuen Darton 











RATHENAU IDEALIST 


In Days to Come. By WatterR Ratuenav. Translated from 
the German by EprEN and Crepar Pavuu. (London: Allen 
and Unwin. 1921. Pp. 286.) 


Tuis is a translation of the German book entitled Von Kom- 
menden Dingen, which was written some years ago. The work 
has not lost by being kept. For it refers but slightly to passing 
events, being mainly occupied with higher themes, such as 
Carlyle would have included among the “ eternities.’ The 
translation allows the author’s thought to be perceived as 
through a transparent medium. As a collateral aid towards the 
interpretation of the thought we take the liberty of mentioning a 
pamphlet printed for private circulation, the Ideal People’s State, 
by Wentworth Price, purporting to be an abridgment and para- 
phrase of the work before us. The abridgment, which is to be 
found in the Library of the British Museum, seems better adapted 
to the taste of English readers than the faithful translation of the 
original German, however well executed. For the author’s style 
is that of a preacher or prophet who multiplies denunciations of 
the present generation and visions of future beatitude, with 
profuse phraseology not fitted into an exact order of topics. A 
few passages extracted almost at random will suffice to show 
the nature of the author’s doctrine and the manner of his 
expression. 

“The goal towards which we strive is the goal of human 
freedom. . . . Our ideal is the replacement of a blind and 
inexorable system of institutions by self-determination and 
self-responsibility. . . . Renunciation is the guiding star of 
social morality . . . self-surrender to the community, the aban- 
donment of unjust and immoral claims, the perpetuation of 
responsibility towards spiritual and moral powers. ... The 
transcendental path stands gloriously wide. It is not the way 
of the churches and the cloisters, of dogma and ritual, but the 
way of spiritual experience and contemplation, and everyone 
has set his foot upon this way who, freed from the narrow and 
clamorous aims of intellectual thought, freed from the trammels 
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of desire, has in reverent silence surrendered himself to Love, 
Nature, and the Godhead.” 

We could fill pages with similarly effusive extracts. Many 
of them are directed against the soulless routine which is 
attributed to modern industry; the prevalent mechanisation, to 
use one of the author’s favourite phrases. Ruskin did not protest 
more vigorously against the abuses of machinery. But Ruskin’s 
economic solecisms cannot be imputed to Rathenau. The 
President of the Allgemeine Electricitéts Gesellschaft was not so 
ignorant of business as to suppose that interest could or should 
be abolished. Very felicitously he supposes that, the Socialist 
revolution having been accomplished, the world President 
(enthroned in Chicago) has to select between a number of enter- 
prises competing for a supply of labour and materials. The 
President could not but be influenced in his choice by the 
willingness of the competing parties to pay more or less out of 
prospective profits into the world treasury. Accordingly ‘“ the 
nationalisation of the means of production has no economic 
significance.” Materialistic Socialism and Bolshevie violence 
have no attraction for our idealist. 

There is, however, this much in common between the herald 
of the days to come and less innocent doctrinaires, that he is 
ready to resort to heroic measures. It was a natural presump- 
tion on the part of Naaman the Syrian that a prophet invoked 
to cure a dire disease should prescribe “‘ some great thing.” 
So it is not surprising that one who, with the fervour of a 
Hebrew prophet, exposes the maladies of society should include 
among his recipes one or two great things. 

One of his drastic measures is the suppression of unproductive 
consumption. He would make a clean sweep of “ the lumber, 
the gauds, the fustian, the novelties, the whimsicalities, the 
fashionable absurdities’? on which modern ladies expend sums 
that might have supported many German working-class families. 
He would suppress such extravagance by heavy taxation, not 
for fiscal purposes, but ‘ practically prohibitive.” Perhaps he 
had not sufficiently considered the grounds on which economists 
have generally pronounced against sumptuary legislation. Firstly, 
it has proved difficult to enforce. Our author's arguments remind 
us of the campaign against the vast ruffs worn of old by the 
Dutch ladies. In vain it was pointed out that the starch 
required by this fashion used up an amount of flour that might 
have supported many poor. The preachers thundered from their 
pulpits upon the sinfulness of starched ruffles, says Motley, 
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‘“‘ with as much success as usually attends such eloquence.” 
Rathenau is specially offended by the want of taste which the 
purchase of “ needless hideous gimcrack articles ” in fashionable 
shops evinces. But who is to be the judge of taste? Should 
not the apostle of freedom leave it to the choice of a cultivated 
people to determine what articles are hideous or needless? We 
should have expected the new gospel to run: Seek righteousness 
and all these things—or all that is bad in them—shall be sub- 
tracted. 

Another startling innovation is the suppression of inheritance, 
not indeed completely, but far beyond the fiscal purposes of death- 
duties. ‘“‘ All inheritance over and above a moderate amount 
of landed property should accrue to the State.’ To the obvious 
objection that accumulation would be greatly discouraged, we 
do not find that a satisfactory answer is given. The author 
seems to suppose that directors and managers would continue 
to conduct and enlarge their businesses without the stimulus 
of self-interest. He trusts to ‘“‘ the progressive suppression of 
covetousness by the sense of responsibility.” “‘ The de-indi- 
vidualisation of ownership, the objectification of enterprise, the 
detachment of property from the possessor leads to a point 
where the enterprise becomes transformed as it were into a 
trusteeship, or perhaps it would be better to say into an institu- 
tion resembling the State.” ... ‘It is no longer the wealthy 
capitalist’s desire for gain which shapes the enterprise. The 
undertaking itself, now grown into an objective personality, 
maintains itself.” 

There is another point at which the author’s divergence from 
the classical political economy gives us pause. Suppose his 
earthly paradise realised, approximate equality—which appears 
as a result, if not a prime end, of his reforms—to prevail, with 
considerable comfort too, as we infer—we read, for instance, of 
transportation being free. Yet there is a snake in this Eden 
which has not been noticed. It is that which Malthus pointed 
out with reference to the ‘“‘ systems of equality’ proposed in 
his time. Much of his reply might be transferred with a mere 
change of name to the scheme now before us. “In reading 
Mr. Godwin’s ingenious work on political justice it is impossible 
not to be struck with the force and precision of some of his 
reasonings, the ardent tone of his thoughts. .. . The system 
of equality which Mr. Godwin proposes is on a first view the 
most beautiful and engaging of any that has yet appeared... . 
The substitution of benevolence as the mainspring and moving 
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principle of society, instead of self-love, appears at first sight to 
be a consummation devoutly to be wished. But,’ continues 
Malthus, ‘“‘ I cannot conceive a form of society so favourable 
to population”; and he deduces the ruin of the system from 
the pressure of population to which it would lead. It is true 
that some of Godwin’s proposals have no parallel in Rathenau’s 
system. Also the probabilities of food being increased or of 
population being repressed are not now exactly the same as those 
which Malthus balanced. There is still, however, a balance; and 
we think it ought to have been held by the promoter of an ideal 
** People’s State.” Out of the enormous multitude of his words 
he should have spared some for the discussion of this topic. 

Altogether we are disposed to class Rathenau with Carlyle 
and Ruskin as a preacher rather than a teacher; an authority 
about ends rather than means. He lifts our eyes to distant and 
sublime heights; he directs our feet by paths which may prove 
unsafe or impracticable. 

F. Y. EpGrEwortu 











AN EIGHTEENTH-CENTURY COMBINATION 
IN THE COPPER-MINING INDUSTRY 


Tue history of the combination among the producers of 
copper between the years 1785 and 1792 is interesting, not only 
because its form affords us an early example of a modern type 
of combination, but also because its development during the 
seven years of its existence presents a curious parallel to that 
of many recent combinations. A short description of the course 
of events in the copper-mining industry during the years which 
immediately preceded the formation of the combine will be 
sufficient to indicate the causes which brought it about, and will 
in addition show the way in which Boulton & Watt 1 became 
so intimately connected with the industry. That connection, 
as will be seen, was fraught with the most serious consequences. 

About 1780 there were two main producing centres of copper 
ore in this country, Cornwall and Anglesea. They were bitter 
competitors, and the conditions under which copper was mined 
in the two counties were so different as to deserve notice. While 
the two mines of Anglesea (the Paris and Mona Mines) were 
recent discoveries and were worked at small expense, most of 
the numerous Cornish mines were deep and in continual danger 
of becoming water-logged.2, Copper mining in Cornwall would 
in fact have been an almost impossible undertaking, if there 
had been no pumping engines to free the mines from water, and 
throughout the eighteenth century Savery’s and Newcomen’s 
engines had been employed for that purpose. By the ’70’s, 
however, these were proving inefficient and very expensive to 
work, owing to the increasing depths of the mines, and it seems 


1 Most of the material for this essay has been obtained from the Boulton 
& Watt MSS. in the Birmingham Public Library. The letters, which Boulton 
wrote to his partner, while the former was in Cornwall, have proved the chief 
source of information. As the correspondence is for the most part unclassified, 
it has been impossible in some cases to give as exact references as might be wished. 
A box labelled Cornish Letters contains the greater part of the information given 
here about the Cornish Metal Company, including a valuable account in outline 
of its activities up to 1787; but there is among the MSS. a large amount of 
material, to which it is impossible to refer with any degree of precision. 

2 Hunt, British Mining; and The Journal of the Royal Geological Society 
of Cornwall, Vol. ITI. 
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probable that it was only the appearance of Watt’s engine 
which saved the mines from complete extinction. In 1777 
his engines were introduced into Cornwall, and were adapted 
by most of the mining companies of “ adventurers.” 1 A con- 
siderable saving in the cost of coal and a much greater efficiency 
in working resulted. This reduction in the cost of producing 
the ore gave a stimulus to Cornish mining, and the revival of 
old mines and the opening of many new ones came as a direct 
consequence. The result was an increase in the supply of copper 
in the °80’s, which, being unaccompanied by any appreciable 
increase in demand, brought about a fall in price,? which again 
reduced the mines to their previous unprofitable position. It is 
in this connection that Boulton and Watt came to exercise an 
important influence on the future history of the industry. As 
they relied for their income, not only on the sale of their engines, 
but also on the monthly dues or “ savings” paid to them by 
those adventurers who had made use of their patent, this fall 
in price, which rendered probable the abandonment of many 
of the mines, threatened Boulton and Watt with a loss of their 
patent dues. Since, moreover, at this time the Cornish mines 
provided practically the only market for their engines, the ruin 
of the industry would have brought disaster on the partners. 
Realising that the mines must be kept going at all costs, Boulton 
at first attempted to encourage the adventurers to continue to 
work the mines by taking shares in them 4—a practice which 
was followed by the other contractors to the mines,> whose 
interests were in many respects coincident with those of Boulton 
and Watt. Although the latter lost money by these invest- 
ments, they more than recompensed themselves for such losses 
by the profits on their engine business. Boulton soon found, 
however, that this method would be inadequate to prevent the 
mines from ceasing to work, for during the early °80’s their 
position became desperate. His next step, therefore, was an 
attempt to improve the management of the mines, and he used 
his power as a shareholder to destroy the waste and inefficiency, 
of which there were many glaring instances in the mine adminis- 
tration. More interesting, however, were his attempts to 
reorganise the copper trade on its marketing side, attempts 
which led ultimately to the formation of the combine of 1785. 

1 Boulton & Watt MSS., An Account of the Benefits of Watt’s Engines to 
Cornwall, July 13th, 1795. 

2 Ibid., Boulton to Watt, Nov. 24th, 1780. 3 Ibid., October 1782. 


' Ibid., July 1781. 5 Tbid., George Fox to Watt, January 29th, 1784. 
6 Ibid., Boulton to Watt, August 22nd, 1785. 
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The nature of the problem which Boulton set himself to 
solve was twofold. Firstly, it was essential that the relation 
between the Cornish adventurers and the various smelting 
companies should be changed; and, secondly, the competition 
between Cornwall and its rival Anglesea had to be restricted. 
There is no space here to consider the curious methods by which 
the Cornish ores were disposed of during the eighteenth century 
to the Welsh smelters, who marketed them. It suffices to say 
that during the ’70’s and early ’80’s the ores were purchased at 
“ ticketings’ by eleven different smelting companies. “ These 
companies were perpetually contending with each other as well 
as with Anglesea, and the method of combating each other was 
by lowering the price of copper, which generally produced a 
proportionate effect in the price of ores, to the great detriment 
of the miners.” 2 It seems that at this time the prices which 
the adventurers received from the smelters for the ores were 
even lower than the depressed state of the copper market 
warranted, and the miners were unable to hold out for higher 
prices, partly because they were disunited, and partly owing 
to the fact that their capital was small when compared with 
the great expense of working the mines. This meant that they 
relied on the proceeds of each monthly sale to enable them to 
meet the expenses of the following month, and they were, there- 
fore, not in a position to refuse the low prices which the smelters 
offered. Thus the trade was wholly in the power of the smelting 
companies, and Boulton realised that the miners’ fortunes could 
never improve while this method of marketing their produce 
was maintained. In his attempt to wrest the control of the 
copper trade from the smelters, Boulton was supported by 
Thomas Williams, the manager of the two Anglesea mines, who 
had no cause to love the smelting companies, since they were 
his bitter competitors. It may be noted that the Anglesea 
miners, although they were at one time “ oppressed by the copper 
companies ” as Cornwall was, had taken steps to set up smelting 
works of their own and to market their copper themselves. 
They were especially successful in developing the foreign markets.® 
The increase of Anglesea’s production at this time was even 
greater than that of Cornwall’s. In 1778, Anglesea produced 


1 Hunt, British Mining, Letter from Thomas Williams to Lord Uxbridge, 
August 6th, 1785. 

2 Boulton & Watt MSS., Account of Cornish Metal Company among Cornish 
Letters, c. 1787. 

3 Ibid. 

4 Boulton & Watt MSS., Boulton to Watt, June 10th, 1785. 5 Ibid. 
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1200 tons of copper compared with its rival’s 3000 tons; in 
1785 the respective amounts obtained at the two centres were 
3000 tons and 4400 tons.1 In these circumstances there can 
be no wonder that the market was glutted, and that both centres 
suffered from mutual competition. Between 1780 and 1785 
both Boulton and Williams had suggested many schemes to the 
Cornish adventurers, by which the latter might free themselves 
from the smelters’ control and come to some agreement with 
Anglesea for the purpose of maintaining a high level of prices.? 
It was not till 1785 that these proposals began to receive general 
support in Cornwall, but in the autumn of that year a thorough 
reorganisation of the copper trade on its marketing side was 
effected. 

The initiators of the “ copper revolution,’ as it was called, 
realised that if the Cornish miners were to control the smelting 
and marketing of their ores, fresh capital would have to be 
introduced into the industry, and a new organisation set up, 
which could co-ordinate the activities of the numerous mines. 
To this end the Cornish Metal Company was established on 
September Ist, 1785, with a nominal capital of £500,000, 
£130,000 of which was immediately subscribed. A large pro- 
portion of this, it may be noted, was advanced by Boulton and 
his friends, and by the other contractors to the mining companies. 
The objects of the Metal Company, it was stated, were ‘“‘ to keep 
up the price of copper ores at a proper standard and to contract 
for the smelting of all ores as should best promote the interests 
of the mines.” 4 The Company agreed to buy all the ores raised 
in Cornwall from September Ist, 1785, to September Ist, 1792, 
and to sell the copper in a metallic state. The associated miners 
of Cornwall, for their part, agreed to sell all their ores to the 
Company at such prices as should be fixed by the Governor and 
by the thirty-six directors, two-thirds of whom were to be 
nominated by the miners. They also guaranteed to the sub- 
scribers to the Company’s capital interest at the rate of eight 
per cent. per annum.’ Thus after September 1785 Cornwall 
possessed a central selling agency, which bore a close resemblance 
to the modern Kartel, and which controlled the marketing of 
all the ores raised in the county. It was now in a position to 

1 Hunt, British Mining. 

2 Boulton & Watt MSS., Boulton to Watt, October, 1782; and Hunt, British 
Mining, Letter from Williams to Lord Uxbridge, August 6th, 1785. 

3 Boulton & Watt MSS., Cornish Letters. 


4 Ibid., Resolution of Meeting of Lords and Adventurers, July 22nd, 1785. 
5 Ibid. 
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come to some agreement with Anglesea, by which prices could 
be maintained at a high level to the benefit of all copper 
producers. 

According to the price agreement between the Cornish Metal 
Company and Anglesea a minimum price for all the copper pro- 
duced by the two centres was fixed, and from this price both 
parties bound themselves not to depart under a penalty of 
£100,000. Cornwall’s share of the total sales was to be three- 
fifths, while that of Anglesea was fixed at two-fifths! It is 
to be remarked, however, that no attempt was made at the time 
to set any limit to the total amount of production. By this 
agreement it was also stipulated that, after the ore had been 
smelted, the metal was to be sent for sale to warehouses at 
London, Birmingham, Bristol and Liverpool. Anglesea was 
given the right of serving Liverpool, Cornwall that of supplying 
the Bristol consumers; while both at Birmingham and London 
there was to be a general warehouse, to which both centres were 
to send their copper. Each party was required to present the 
other with weekly accounts of its sales, and five merchants were 
to be appointed “‘ to govern and direct the trade for the mutual 
benefit of each party.”” The operation of the contract was to 
begin in May 1786, after which date the price of copper was 
to be £86 a ton. This price, it seems, was about £12 higher than 
that which had ruled in May 1785; and it was thought that high 
prices could in the future be paid for Cornish ores, that Boulton 
& Watt’s engine dues would be secured, and that large profits 
would be gained by all who were concerned in the copper 
industry. 

The optimism which greeted the formation of this com- 
bination was, however, hardly justified by its results. Just as 
the introduction of Watt’s engines had first brought salvation 
to the miners, but later had resulted in the full weight of their 
burdens being restored, so the prosperity which accompanied 
the Metal Company in its first few months of life was productive 
of forces which ultimately led to disaster. The formation of 
the combine brought about an immediate rise in the price of 
copper,? and this fact, together with the knowledge that the 
price would be £86 a ton after the next May, caused the directors 
of the Metal Company to be generous in the prices at which 
they bought ores from the miners. This increase in the price 
of ores “‘ threw a temporary gleam of sunshine on the miners 


1 Boulton & Watt MSS., Cornish Letters. 2 Ibid. 
3 Ibid., Boulton to Watt, July 10th, 1785. 
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and encouraged them to erect new engines in deep mines at 
great expense.’ 1 The result was that a greater quantity of 
ore began to be produced than the Metal Company could dispose 
of in a metallic state, and so a stock of unsaleable copper soon 
began to accumulate.” 

It was not, however, the excessive production which alone 
caused this accumulation of copper. The stocks of this metal in 
the hands of some of the old smelting companies were “ much 
greater than had been computed”; while certain other mining 
companies, which possessed rich mines and large stocks of copper, 
had not been included within the price association. Their 
production was stimulated by the high prices which ruled at 
this time, and they and the smelting companies sold copper 
considerably under the price stipulated by the agreement between 
Cornwall and Anglesea. By 1787, moreover, foreign copper 
from Hungary, Sweden and Holland began to flow into England, 
as well as into the foreign markets which Cornwall and Anglesea 
had previously supplied. One instance is well worth mentioning. 
A quantity of unrefined copper, “ which had lain for years at 
Cadiz while low prices were to be had,” was bought by an 
English firm, shipped to this country, refined, and sold under 
the price fixed by the agreement.* 

It is worth remarking that the possibility of foreign com- 
petition had been foreseen by the promoters of the combination, 
even before the danger had become immediate, for in March 
1786 there was an unsuccessful attempt to induce the Swedish 
copper producers to enter into the price association.® 

The effect of this competition on the fortunes of the com- 
bination may best be realised by a consideration of the Metal 
Company’s accounts which were presented in October 1787. 
By this time practically the whole of the Company’s capital 
was represented by a stock of copper in its warehouses,® although 
an additional subscription of £11,000 had been raised a few 
months before. The Company, moreover, was deeply in debt. 
When it had found that its initial capital had been insufficient 
to enable its contract with the miners to be carried out, owing 
to lack of sales, recourse was had to a temporary form of loan.’ 
A contract was made between the Company and the smelters, 
by which the latter, instead of receiving a fixed sum for smelting, 

1 Boulton & Watt MSS., Cornish Letters. 2 Ibid. 3 Ibid. 4 Ibid. 


5 Ibid., Wilson to Boulton & Watt, March 3rd, 1786. 
6 Ibid., Boulton to Watt, October 11th, 1787; Boulton to Wedgewood, October 15th, 


1787. 
7 Ibid., Cornish Letters. 
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agreed to pay for the ores, when delivered to them by the 
Company. These ores, though in the possession of the smelting 
houses, were still to be considered the property of the Company, 
and were really a security for a loan advanced to it. At the end 
of the “ regulated time of smelting ores”’ the copper was to be 
returned to the Metal Company, which then repaid to the smelters 
the money advanced and interest at the rate of eight per cent. 
Although this method was only meant to be a temporary expedient 
for raising money, in actual fact more and more advances had 
to be obtained from the smelters, so that by 1787 these advances 
had become practically permanent loans and amounted to 
£228,500. This sum was secured by 2677 tons of copper in the 
smelters’ possession, while in the Company’s own warehouses 
were 4027 tons. The total value of the whole stock was over 
half a million pounds. 

At the Company’s meeting in October 1787 it was estimated 
that this stock was at least equal to a two years’ supply, and so 
it was declared that the Company would have to deduct from 
the prices paid to the miners for their ores a sum equal to two 
years’ interest on the capital invested in their purchase.? It 
was evident that this would make the burden on the miners 
intolerable. A few small mines had already been stopped and 
all were losing by this time. A further reduction would complete 
the ruin of the industry. 

Moreover, disputes with Anglesea had before this time 
broken out. Since Williams was a skilful salesman, he had 
managed to obtain the principal sales for his own mines, and 
Cornwall was unable to make up its due proportion of the total 
sales. Williams, however, refused to restrict his sales in any 
degree—to the wrath of the Cornishmen.? 

Boulton saw clearly enough that the only possible way of 
preventing the ruin both of the Metal Company and of the 
miners was to secure a restriction of produce. This course he 
strongly urged on the adventurers during the autumn of 1787, 
but for some time without effect.‘ Mutual jealousies among 
the adventurers made it impossible for a decision to be arrived 
at as to which mines should be closed, but another and more 
potent reason prevented the Cornishmen from adopting his 
plan. The adventurers were frightened of the working miners. 
The latter, on hearing of the probable cessation of work in some 


1 Boulton & Watt MSS., Boulton to Watt, October 11th, 1787. 2 Ibid. 
3 Ibid., March 3rd, 1787; and June 15th, 1787. 
4 Ibid., Cornish Letters. 
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mines, had revolted and attacked Truro, where the Company’s 
offices were situated.1_ The mob was dispersed only with great 
difficulty, and ‘‘ no mine dared give up”? for fear of another 
riot. If the mines stopped, moreover, considerable numbers 
of miners would be thrown out of work. As these “ could not 
in that county get their bread by any other means, they would 
prove an intolerable burden, to the parishes to which they 
belonged.” * So the adventurers informed Boulton that ‘“ they 
might as well sink their money in employing the poor as main- 
tain them without working.” 

The state of the Company’s finances, together with the fact 
that Anglesea had sold more than her fair share of copper, 
induced the miners at the meeting in October 1787 to decide to 
break their agreements both with the Metal Company and with 
Anglesea, and to revert to the old methods of sale. In order 
to prevent the Company from further depressing the market 
by attempting to sell its huge stock, the miners agreed to pay 
the subscribers £17,000 a year for five years provided that the 
Company did not sell more than 1300 tons of copper a year. 
The result of this breach of the contract was disastrous. Anglesea 
immediately lowered the price of its copper, which still more 
reduced the sales of Cornish copper,® and it seemed that Corn- 
wall was now doomed as a copper-producing centre. 

This renewal of competition was disliked, however, by 
Anglesea almost as much as by Cornwall, and before the end 
of the year another agreement was made, by which the Cornish 
Metal Company’s position was re-established and its contract 
with Anglesea renewed with modifications.* In this new contract 
attempts were made to avoid the defects of the former com- 
bination; but prolonged negotiations were necessary before the 
following terms were accepted by both parties. In order to 
avoid mutual suspicions and breaches in the agreement, it was 
decided to place the sale of all the copper produced in Cornwall 
and Anglesea in one hand until September 1792. Thomas 
Williams was made the joint agent of the two centres. He was 
to reside at London, to direct the course of the trade from there, 
and, in return, to receive a commission of two per cent. on the 
amount of the sales.?/ The price of copper was to be fixed at 
joint quarterly meetings at London; but, to avoid the danger 


1 Boulton & Watt MSS., Boulton to Watt, October 8th, 1787. 

2 Ibid., October 11th, 1787. 3 Ibid., Cornish Letters. 

4 Ibid., Boulton to Watt, October 11th, 1787. 5 Ibid., Cornish Letters. 

6 Tbid., Boulton to Watt, November 8th, 1787. 7 Ibid., February 20th, 1788. 
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of unforeseen competition, there was to be a certain amount of 
elasticity in the price. It was also stipulated that both Corn- 
wall and Anglesea should restrict the production of copper to 
3000 tons each per annum, and, although for 1788 Cornwall 
was to be allowed to sell twice as much as Anglesea, in sub- 
sequent years the sales were to be equal. The price of copper, 
moreover, was reduced to £80 a ton. 

One very significant suggestion, which received much support 
about this time, is worth noticing. It was that a Bill should 
be introduced into Parliament to bind the contracting parties, 
and that “ five commissioners should be appointed by this Act 
to see it put into execution, and to be ultimate arbiters in all 
disputes.” 4 Although there was much talk about this Act, it 
does not seem evident that Parliamentary sanction was actually 
sought for the new combination. 

It was chiefly due to the efforts of Boulton and of Williams 
that the agreements had been resuscitated, and during the early 
months of 1788 they used their influence in the trade to enforce 
a restriction of output, which was so necessary for the success 
of the combination. Only with utmost difficulty, however, 
could the Cornish adventurers be prevailed upon to give up 
their mines or reduce their production. Although several mines 
stopped working in 1788 owing to their heavy losses, the Metal 
Company found it necessary to bring about a further decrease 
by granting ‘“‘ a compensation to such mines” as would discon- 
tinue working, “‘ equal to 40s. for every ton of copper annually 
produced.” ? It was not, however, till October 1789, after the 
cessation of several large mines,‘ that the desired reduction had 
been brought about, and that the Metal Company could dispose 
of any part of its enormous stock which had been accumulating 
up to that date. 

Although the Metal Company had been saved from complete 
ruin, the position of all those concerned in the copper-mining 
industry was in 1789 still very serious. The Company was 
burdened with huge stocks, and could not, therefore, afford 
to give reasonable prices for the ores.> For this reason nearly 
all the mining companies of Cornwall were losing money. The 
merchants who supplied them with materials had to consent 


1 Boulton & Watt MSS., Cornish Letters. 

2 Ibid., Boulton to Fox, January 30th, 1788. 

3 Ibid., Minute of a Metal Company Committee Meeting, February 28th, 1788. 

4 Ibid., An Account of the Benefits of Watt's Engines to Cornwall, July 13th, 
1795. 

5 Ibid., Cornish Letters. 6 Ibid., Boulton to Watt, October 5th, 1789. 
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to a reduction on their bills, and Boulton & Watt were unable 
to obtain the payments of their engine dues from many of the 
mines. Where the mines had stopped working the partners’ 
loss was, of course, permanent. Among the labouring miners 
the direst poverty and distress were the fruits of the Metal 
Company’s failure. The reduction in the “ get” of ore, and 
in its price meant that thousands were thrown out of work or 
reduced to starvation wages. Among these miners at this time 
“the spirit of violence was upon the ferment.’ 1 When it was 
decided to close one mine in the autumn of 1789, they ‘“ intimated 
a visit to take down the greatest house in Truro.” 2 The mine 
did not close! For some time past all that Boulton had been 
able to suggest as a remedy was that “ Mr. Pitt” should “ send 
orders for 3000 tons of copper,” or, as an alternative, “a press 
gang.’ There seemed, in fact, no possibility of getting rid of 
the huge stock, by which the Metal Company was burdened, 
and yet its sale was the only means by which the prices paid 
for the ores could be raised. 

The next year, however, Cornwall was saved as if by a miracle. 
The great store of copper ore in Anglesea, which had been mined 
so cheaply, was by 1790 becoming exhausted.? Its decay was 
apparently quite unexpected by those interested in the Cornish 
mines, for Boulton often declared, just before this time, that 
Williams’ ultimate aim was to supply the whole of the copper 
market, and that his alliance with Cornwall was merely a tem- 
porary policy to keep up prices until he could do so. 

This decline in Anglesea’s production enabled the Metal 
Company to dispose of some of its surplus stock during 1790, 
and so to give considerably higher prices for the ores. Yet, 
in spite of the improvement in the situation, the burden of the 
stock, which amounted in 1790 to 5500 tons of copper, valued 
at £400,000, lay heavy on the adventurers. Several of them 
began selling to the excluded smelting companies, which, having 
no dead stock, could offer higher prices for the ores than the 
Metal Company could.’ In order to induce the adventurers to 
keep to their contracts and to maintain the combination intact, 
Williams in July 1790 offered to smelt the ores at the Anglesea 
works ‘“ upon lower terms than is in the power of the old 

1 Boulton & Watt MSS., Boulton to Watt, October 5th, 1789. 2 Ibid. 


2 Joseph Carne, A Paper in the Journal of the Royal Geological Society of 
Cornwail. 
4 Boulton & Watt MSS., Cornish Letters. 
5 Ibid., Circular Letter from Williama to the Cornish Copper Miners, July 9th, 
1790. 
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companies.” 1 He declared that the market at that time would 
take only 6500 tons of copper, but he was prepared to allow 
Cornwall to supply 4000 tons of this to Anglesea’s 2500 tons. 
He also offered to the shareholders of the Metal Company a 
douceur of 2} per cent. on their capital in order to induce them 
to keep the Company in existence beyond the date fixed for its 
dissolution. By this means he hoped to retain a control over the 
copper trade even after Anglesea had been reduced to impotence 
as a producing centre. The result of the entire scheme is doubt- 
ful; but it is certain that he was not successful in his attempt 
to prolong the life of the Company, for it came to an end early 
in 1792.2 

By that time the Metal Company’s position had enormously 
improved. It had sold the whole of its stock; it had wiped 
off its debts; and by March 1792 it possessed practically intact 
its subscribed capital. This achievement was only possible, as 
one writer says, because “ the reduced produce of the mines of 
Anglesea, in conjunction with the ruin of several Cornish mines, 
had the effect of raising the price of copper from £80, at which 
it stood in 1790, to £90, which was its price in 1791.”4 By 
1792 copper stood at £100 a ton.’ Thus the Metal Company 
was able to get rid of its stock at a high price on a market from 
which its most dangerous competitor had been removed. The 
clause in the price agreement that the sales of both Cornwall 
and Anglesea should be equal after 1788 was, of course, ignored, 
when Anglesea proved unable to supply its quota. 

It might be thought that the Cornish production of copper 
would have rapidly increased after 1790; but this did not 
immediately occur. The explanation is to be found in the fact 
that, once the mines had been closed, it was always a long and 
expensive business to set them to work again. Extensive floods, 
moreover, which occurred in 1791, made any such attempt use- 
less.6 Thus all favoured the Metal Company, when once its 
fortunes had changed. 

It is curious to notice that Boulton was by no means so 
pleased with the improvement as might have been expected. 
His interests by 1790 had undergone a change. Before that date 
they had been, in the main, linked with those of the producers 


1 Boulton & Watt MSS., Circular Letter from Williams to the Cornish Copper 
Miners, July 9th, 1790. 

2 Ibid., Accounts of Cornish Metal Company, March Ist, 1792. 3 Tbid. 

4 Joseph Carne, Journal of the Royal Geological Society of Cornwall. 

° Hunt, British Mining. 

6 Boulton & Watt MSS., Boulton to Watt, March 26th, 1791. 
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of copper; afterwards he became more interested in the copper 
industry as a consumer. This was due to the development of 
his coining business, which he had begun when the price of copper 
was low, and which had been stimulated by the large purchases 
of copper that he had made in 1788 from the Metal Company, 
in order to relieve it of part of its stock.1 After 1790, while 
other markets for Watt’s engines were developing, and while 
Cornwall was, therefore, no longer of such vital interest to the 
partners as it once had been, Boulton’s coining business was 
beginning to assume considerable proportions. So it can be 
understood that the rise in the price of copper became a very 
serious matter for him, now that the centre of his interests had 
shifted. Thus Boulton, who had striven so hard to form a 
combination to put up prices, was now hit very hard by the 
organisation which he had himself created. Possibly it was 
owing to his influence that the Company came to an end in 
March 1792, even before the expiration of its contract with the 
Cornish miners. 

From this time onwards the demand for copper rapidly 
increased as a result of the extension of manufactures in England, 
and of the growth of the navy during the French war. In spite 
of the great increase in the “ get’ of ore after 1792, and although 
the old methods of sale were reverted to, prices rose almost 
without interruption until the end of the century.? This, of 
course, rendered any attempt to renew the combination un- 
necessary, nor was any such attempt made after the Cornish 
Metal Company had been dissolved. 

G. C. ALLEN 


1 Smiles, Lives of Boulton & Watt; also, Boulton & Watt MSS., Boulton 
to Watt, March 26th, 1791. 
* Hunt, British Mining. 











REVIEWS 


English Local Government: Statutory Authorities for Special 
Purposes. By Sipney and Beatrice Wess. (Longmans, 
Green and Co. Pp. 521. 25s. net.) 


At the close of this volume Mr. and Mrs. Webb tell us that 
their work on the history of English Local Government is drawing 
towards its end. For a quarter of a century, in spite of the 
performance year by year of other political, scientific, and 
administrative duties sufficient to constitute for most people a 
full-time occupation, they have kept up the enormous labour of 
preparing from scores of tons of original documents a history of 
their subject from 1689 to 1832. Now they promise us one more 
volume on ‘ The Relief of the Poor and the Repression of 
Vagrancy,” and then, “all the fascinating evolution of Parish 
and Borough and County into the Local Government of to-day we 
must regretfully leave to be described by younger students.” 

A newspaper reviewer of an earlier volume in the series wrote 
that ‘‘ this work will necessitate the re-writing of English history.” 
That re-writing has not yet taken place. As far as I know, no 
school history-master yet tells his class about the evolution 
after 1689 of Quarter Sessions from a purely judicial to a largely 
administrative body, controlling, more than did the King’s Govern- 
ment, the lives and fortunes of the majority of the population ; 
and no scholarship question is asked by any college about the 
reform of the prisons, or about that problem of highway com- 
munication which has been so vitally important to the other 
elements of English history. If there are still any living descen- 
dants of Joseph Merceron or William Mainwaring, they can go to 
school or college without the fear of having to blush for the way 
in which their ancestors made their money. 

To the future writer of general English history the most 
important parts of this volume will be its demonstration of the 
part played in English social evolution of the eighteen hundred 
“ Statutory Authorities ” created (mainly during the eighteenth 
century) for special purposes by ten thousand local acts (p. 7), 
and in the aggregate “ more than eight times as numerous as the 
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Municipal Corporations . . . and thirty times as numerous as 
the Courts of Justices in Quarter Sessions that governed the 
Counties’ (p. 2). Perhaps the most interesting and to most 
readers the newest of these are the ‘‘ Courts of Sewers ”’ (Chap. I), 
which did so much to turn the medieval England of “ huge, great 
and vast fens and marshes”’ into the tidy, closely cultivated 
country-side which our American visitors admire to-day. The 
text-book historian will also have to note the demonstration that 
English urban history practically begins in the second half of 
the eighteenth century. ‘‘ When William of Orange landed at 
Tor Bay . . . omitting the anomalous City of London with its 
outlying villages, and the ancient cities of Bristol and Norwich, 
which counted each thirty thousand inhabitants, there were . . . 
no towns of even twenty thousand—a figure not reached at that 
date by either York or Exeter—whilst only half a dozen others 
exceeded five thousand” (p. 399). In spite of our instinctive 
disinclination to think or speak of dirt, a time may come when 
text-books will quote from each other the Webbs’ description of 
our experiments in town-building without organised sanitation. 
“To any Englishman of the present day, who found himself 
suddenly transported to the London or Birmingham, the Liver- 
pool or Sheffield of a century ago, the most striking feature would 
probably be the ‘ general nastiness ’ of the ground he trod upon, 
defiled by an almost incredible accumulation of every kind of 
filth. He might next notice the noisome and all-pervading 
stench, which was so customary and continuous as to be scarcely 
ever commented upon. . . . The dense swarms of pallid, under- 
sized and wretchedly clothed wage-earners, who constituted 
all but a tiny minority of the population, might have been noticed, 
by a twentieth-century observer, to be perpetually suffering from 
ill-health, and to be, in fact, practically all either sickening for or 
recovering from attacks of what we should now term either enteric 
or typhus” (pp. 403-405). 

More technical students will examine the “ principles ’’ and 
other generalisations which the writers deduce from their long 
familiarity with the original material. The first part of the book 
contains a good deal of repetition, from a new point of view, of 
facts already dealt with in earlier volumes, and the second part 
is a summary of their general conclusions as to the causes by 
which the system, in so far as it was a system, of 1689 was turned 
into that of 1836. Anyone who has tried to make generalisations 
in social history knows how difficult it is to be both accurate and 
intelligible. There are millions of facts each different from the 
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other, and any generalisation must necessarily involve a certain 
degree of over-simplification and over-emphasis. But after 
allowing for that, and for the many cases in which the generalisa- 
tions are both new and, as it seems to me, true, I myself find it 
difficult to accept some of the conclusions in this book. In 
particular I think that the authors greatly exaggerate the import- 
ance during the eighteenth century of what they call (with that 
use of capital letters which they have done so much to restore to 
English scientific writing) ‘‘ Vocational Organisation” in English 
eighteenth-century local government. Their “‘ Constitution for 
the Socialist Commonwealth ”’ (1920) and many of their other writ- 
ings show that the Webbs have shared the present widespread 
dissatisfaction with representation, based on merely local con- 
stituencies, as the sole basis for a reformed social system, and 
that they are now strongly convinced of the need in local 
government of an effective organisation of the producers as such. 
In reading this volume I sometimes feel that this conviction has 
leaked subconsciously into their view of eighteenth-century 
history. Of the five ‘ideas that governed men’s minds, the 
traditional concepts still potent in constitutional organisation— 
inherited in 1689 from previous centuries, and embodied in the 
local institutions of the eighteenth century,” they give, as the 
first, ‘‘ the Obligation to Serve,’’ and as the second “ Vocational 
Organisation as the very basis of government” (p. 365). “ At 
the close of the seventeenth century,” they say in the argument 
by which they illustrate this second proposition, ‘‘ governmental 
authority was frequently vested in a group, a company, or a 
corporation associated for some production or supply of services or 
commodities.” They give, as instances, the Church, the Inns of 
Court, the College of Physicians, etc., and the fact that “‘ Such 
chartered incorporations as the East India Company, the New 
River Company, the Bank of England, and the various national 
companies for colonial and foreign trade, or for mining or manu- 
facture, could receive analogous powers ”’ (p. 366). If the phrase 
“vocational organisation as the very basis of government ”’ 
is to be used to include the power of making bye-laws exer- 
cised by representatives of the owners of inherited shares in 
the New River Company in the eighteenth century, or by the 
shareholders of a railway company to-day, the use of the term 
“vocational organisation ” in modern social controversy must 
be radically changed, and I am not sure that the Webbs are always 
careful to make that change. They also seem to me to strain their 
terms when they argue that the eighteenth-century Municipal 
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Corporation was an Association of Producers, because such a 
Corporation, “ feeling itself merely a group of privileged persons, 
inevitably considered its market or its port, like its commons or 
its charitable endowments, as belonging morally as well as legally 
to its members, and to its members exclusively (p. 368).”’ They 
add, in a footnote, “‘ It would, we think, be far-fetched to emphasise 
traces of vocational organisation in the County or Parish govern- 
ment. But it is worth noting that the Justices belonged origin- 
ally all to one class, that of owners of agricultural land, with which 
their connection was much more than that of receivers of rent .. . 
and though the Parish organisation . . . was distinctively com- 
munal in character, the members, in practice, were usually all 
agriculturists ’ (p. 369). It seems to me that the classification 
of the New River Company or the eighteenth-century Norwich 
Corporation as vocational organisations is more, rather than less, 
** far-fetched ’’ than would be the same classification of Quarter 
Sessions or the Parish Vestry. On a later page, indeed, the Webbs 
roundly say, “‘ The Manor and the Municipal Corporation, and 
even the landowners, who as Justices of the Peace ruled the 
Counties . . . were all of the nature of Associations of 
Producers ” (p. 437). 

In their earlier volumes I have often thought that the Webbs, 
who have the merit as historians of being vigorously human, 
were often hard on Bentham and his utilitarian followers. Chad- 
wick and Parkes and Bentham himself might in their pages almost 
have been members of Mr. Asquith’s Cabinet. In this book one 
does not feel this so strongly, and it is pleasant to find in a foot- 
note the statement that ‘‘ Bentham deserves credit for his sketch 
of a Ministry of Health a century before such a Ministry was 
established ”’ (p. 464). But still I do not think that sufficient 
justice is done to Bentham’s amazing achievements as a political 
inventor, or to the effect of his inventions on the actual course 
of events. 

All these points are, however, comparatively small matters. 
The big thing about this long series of inquiries is the mass of 
hitherto unknown or unnoticed facts collected with passionate 
industry, and expounded with a passionate conviction of their 
importance. As I look back on this book and its predecessors, 
my main feeling is one of pity for the little race of men with 
their limited powers of understanding and forethought, and their 
vast capacity for suffering. Their institutions are so heedlessly 
fashioned, and when once fashioned pass so easily out of the 
knowledge of the overwhelming majority of those who are to be 
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affected by them. If ever a British Soviet should give us a system 
of local government as complex as that devised by Mr. G. D. H. 
Cole, or as that resulting from the ten thousand local acts of the 
eighteenth century, those who understood and managed its com- 
plexities might be the successors of Joseph Merceron, or W. M. 
Tweed, or Richard Croker. Our only hope is that political and 
administrative arrangements may some day be made as simple 
and intelligible as possible, and that understanding and criticism 
of those arrangements, and: of the processes needed to adapt 
them to new conditions, may become part of the accumulated 
heritage of every civilised community, arranged in accessible 
libraries, explained in university courses, and valued, as the 
achievements of natural science are now valued, by the whole 
community. If that ever comes to pass the names of Sidney and 
Beatrice Webb will stand near that of their old enemy Jeremy 


Bentham in the temple of political science. 
GRAHAM WALLAS 


The Making of Index-Numbers : a Study of their Varieties, Tests, 
and Reliability. By Irvine Fisuer, Professor of Political 
Economy, Yale University. (Boston and New York: 
Houghton Mifflin Company, 1922. Pp. xxxii + 526.) 
Price, $7-50.) 

In the opinion of the author the best form for the calculation 
of an index-number can be decided by the application of certain 
tests of a definite and universal kind, and these tests are equally 
valid whatever the purpose of the number. There is no subtlety 
in the problem of measurement and no place for ambiguity. 
M. March’s distinction between an ‘‘ index monétaire,’’ which 
measures such changes in the value of the unit of currency as may 
be produced by inflation, and an “index budgétaire,” which 
measures the change in the cost of an aggregate of goods, is 
rejected; Professor Edgeworth’s analysis of the accuracy of 
averages formed from samples, and generally the application of 
the theory of probability, are not proper to the problem (p. 380) ; 
the brief chapter on “‘ Other Practical Considerations,” in which 
the questions of sampling and classification are discussed, is quite 
insufficient for its purpose. Professor Fisher’s treatment would 
perhaps be less arbitrary if he had spent more thought on the 
definition and purpose of an index-number and on the principles 
of weighting. To him, “an index-number of the prices of a 
number of commodities is an average of their price relatives,”’ 
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“the fundamental purpose of an index-number is that it shall 
fairly represent, so far as one single figure can, the general trend 
of the many diverging ratios from which it is calculated ”’; weight- 
ing must be “ fair.’’ Definitions of such vagueness do not form 
an adequate basis for scientific analysis. 

Six types of index-numbers are considered: arithmetic, 
harmonic, geometric, median, mode and “ aggregative.” Of 
these, the Mode is quite properly rejected. The Median is at 
first rejected as ‘‘ freakish ” or erratic, but in the end is found to 
be better than any other unweighted index-number; this con- 
clusion is reached by examination of its results in a particular 
case, for Professor Fisher does not seem to be aware that the 
probable error of the Median is little more than (% of) that of 
the Arithmetic Mean and that when some of the observations are 
abnormally dispersed it is less liable than other measurements to 
chance disturbance... The Geometric Mean is on the whole 
approved, when weighted in particular ways, but on the ground 
that it satisfies the tests described below, rather than on its special 
appositeness for measuring changes of prices.2, The Harmonic 
and Arithmetic Means are in essence similar, corresponding to 
the forward and backward workings on the same hypothesis. 
“ Aggregatives’’ are merely alternative methods of stating 
weighted Arithmetic Means.3 In the end we are left with various 
forms of the weighted Arithmetic and Geometric Means. So far 
there is little that is novel. 

The main thesis of the book is that the “ fairness,” adequacy 
and accuracy of index-numbers can be tested by what are called 
“ The Two Great Reversal Tests.” It is surprising that the author 
has not thought it worth while to examine their basis carefully 
or to prove their validity. All he has to say is, ‘‘ Index-numbers 
to be fair ought to work both ways . . . as regards the two times 
to be compared, or as regards the two sets of associated elements 
for which index-numbers may be calculated—that is, prices 
and quantities.”” Test 1 is, then, ‘‘ The time (or place) reversal 
test,’’ Test 2 is ‘‘ The factor reversal test.’’ These can be best 
examined with the help of the notation used—pp, % stand for 

1 See Edgeworth, Phil. Mag., 1887, p. 270, and Economic JournaL, 1918, 
pp. 190 seq.; and Bowley, Elements of Statistics, 1920, p. 206. 

2 Walsh, The Problem of Estimation, passim. Bowley, Economic JOURNAL, 
1921, p. 202. 

3 The formula used by Mr. Knibbs, and the U.S. Bureau and others in the 
aggregate form is ¥p,%/2po%, Which is identical with Zwr/zw, where w = Po% 
and r= 7,/p). Since it has been commonly supposed that the method of 
aggregates has some peculiar merit, this identity (recognised by Professor Fisher) 
might advantageously have been given greater prominence. 
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a price or commodity in the first year (or place) considered ; p;,q, in 
the second year or place. 2 prefixed means that the quantities 
involved are to be summed over all the commodities included. 

By Test 1, for example, the formula 1: 24 p;/2q Po, where the 
prices at both years are weighted by the quantities in the first year 
(forward working), should give the same result as 2¢,P)/2qp,: 1 
= 1: 29,p,/2q1P), where the quantities in the second year are 
taken (backward working). This is only the case if the correla- 
tion between the increase in quantities and the change in prices 
is zero, which cannot generally be assumed ; in fact, this correla- 
tion is generally negative.1 If there is nothing to choose between 
the claims of the two years to influence the number, this discrep- 
ancy invalidates either index-number used alone, and it has long 
been recognised that some mean between the two should be 
taken. Since, however, a second valuation of quantities has not 
generally been obtainable (except in the case of index-numbers 
based on import and export statistics or repeated Censuses of 
Production), statisticians have been compelled to use unchanged 
weights over long periods. The smallness of the correlation 
involved has generally prevented any serious error over periods 
not immoderately long. 

It is a question, however, whether the test is universally valid. 
(a) The quantities in the first period may be normal (as in the 
year 1913), in the second abnormal (as in the year 1918); the 
symmetry is broken 4 priori. In comparing 1913 and 1918, the 
forward method may be more appropriate than the backward. 
(b) In considering the relative cost of living in England and France 
in 1905 (Cd. 4512), it was found that working on an Englishman’s 
budget the French cost was 11 per cent. above the English, and 
working on a Frenchman’s budget it was 6 per cent. above. From 
the point of view of an Englishman proposing to emigrate, the 
former measurement may have more importance than the latter. 
(c) In unweighted index-numbers, as used by the Economist and the 
Statist, the forward working gives (2'p,/pp)/n, the backward work- 
ing would give n/2(p)/p,). The former is always greater than 
the latter.2, Now in the forward working it is assumed that the 


1 If we write J, and J, for the forward and backward index-numbers, and d 
for ~,/Pyo — Ip, we have Ig — Ly = 57(% — 91)d/241~9- When for a commodity 
d is positive, 7. e. the price has risen more than the average, we may expect the 
quantity used to have fallen relatively, and g — q, to be negative and vice versa. 
Professor Fisher alludes to this relationship on p. 410. 

2 Notice that it is the index-number that is greater, with the result that the 
forward method shows a greater rise (when prices are rising), but a smaller fall 
(when prices are falling), than the latter. 
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expenditures in the base year may reasonably be taken as equal 
for all commodities; the reversal by formula would involve the 
assumption that expenditures might still be taken as equal after 
a variable change of prices, but to make the same reasonable 
balance as in the forward working the selection or weighting of 
items would have to be reconsidered. The algebraic antithesis 
is not the logical antithesis. _ 

In passing, it may be remarked that Professor Fisher puts 
both the Economist and Statist numbers in his lowest class. 
(“‘ Worthless index-numbers ”’) on the ground that they are un- 
weighted as well as condemned by both tests. In fact, they are 
both weighted by the method (approved by the author) of taking 
several representatives of the more important groups of commodi- 
ties. He makes the astonishing statement (p. 345) that the 
Statist number has an upward “ bias ”’ of 36 per cent. when 1920 
is compared with the base 1867-77. If the forward working is 
used the index is 251, while the backward working gives 217; if 
we understand the author’s measurement of bias we find it to be 
734 per cent., for 251 = 217 x (1-075)?._ He is also wrong in 
classifying the new Board of Trade number as unweighted (formula 
21) or arbitrarily weighted (formula 9021) on p. 363. 

The second test requires that (1) the formula for measuring 
change in quantity, as in the measurement of quantity of imports 
or of production, shall be the same as that used for prices when p 
and q are interchanged, and (2) that the product of the quantity and 
price index-ratios shall equal the ratio of costs or expenditures. 
Thus if the price index was 2qyp,/2qP, the quantity index by 
(1) should be 279;/2P9%, and by (2) the product should equal 
21P1/2%Po, Which in this formula would not generally be the 
case. (1) depends simply on the author’s opinion that the nature 
of the problem or data cannot affect the question which is the best 
form for an index, together with the statement that measures of 
quantity and of price come into the working on an equal footing. 
This assumes that quantities can only be combined on an exchange 
value basis, and not by weight (as is done in some trade statistics) 
or by feeding-values (as might be done in cost of living investiga- 
tions). For (2) there seems to be no justification on general 
principles; the mean of a product only equals the product of the 
means of its factors if there is no correlation between them. If 
we compared a miscellaneous collection of modern books with an 
equally numerous group a century old and estimated the mean 
change of height and breadth and area of their pages, it is not self- 
evident that the product of the first two estimates would equal the 
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third. A test to which so much importance is attached, one which 
is used to condemn well-known index-numbers, ought not to have 
been put forward on so slender a basis as ‘‘ whenever there is a 
price of anything exchanged, there is implied a quantity of it 
exchanged . . .”’ so that the problem of an index-number of the 
prices implies the twin problem of the index-number of the 
quantities. It is interesting to notice that of the eleven index- 
numbers classed as “ superlative ”’ (p. 247), only five satisfy both 
tests (p. 219). 

The formula selected as giving ‘“‘ the ideal index-number ”’ is 
(29? 1/2%Po) (291P1/291P)}. There is no doubt that when 
weighting is proper to the problem, and when the two years 
concerned ought to affect the result equally, this is a very good 
method, and in fact it has been recommended by various writers 
for at least twenty-three years. Professor Fisher’s claim, however, 
that it measures the quantity required correctly to one part in 
1000, cannot be seriously sustained. It rests on the fact that in 
the group he uses to illustrate his analysis (prices and quantities 
of thirty-six commodities, 1913-18), the measurements he selects 
as best (by the reversal and other tests) agree very closely. That 
such formule as L = 2499/2 p9%, P = 2191/2991, $ (LZ + P), 
and ./L x P give nearly the same results shows only that in the 
particular numbers there was little correlation between the price 
and quantity changes. They may all be equally wrong. 

There is much that is interesting and useful, and something 
that is novel and useful, in the book. In particular the classifica- 
tion and comparison of the formule hitherto used, and the promin- 
ence given to the necessary algebraic relations of their results, will 


repay study and further investigation. 
A. L. Bow.Lry 


Principles of Public Finance, by Hucu Datton, M.A., D.Sc. 
(Econ.), Cassel Reader in Commerce in the University of 
London. (London: George Routledge & Sons, 1923. Pp. 
vi, 208. 8vo. Price 5s. net.) 


Wuart precisely do we mean by the “ principles’ of public 
finance? The Chancellor of the Exchequer informed our American 
friends that the principle of British finance is ‘‘ to pay as we go so 
far as we can,” and the announcement was thought to be worth 
cabling across the Atlantic. It is an exemplary rule of conduct 
both in private and public life; but of principles like these there 
are enough to be found in the maxims of Poor Richard or the 
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Proverbs of Solomon. We look to a scientific study of finance for 
something more than the generalities of unorganised common- 
sense. 

Dr. Dalton displays a gay scepticism of the validity and utility 
of some current opinions on finance which pass with the un- 
instructed for principles, and in this respect he frequently strikes 
the right note, and strikes it clearly. He is not always so successful 
in his positive enunciations. Take, for example, the passage, 
‘The direct money burden of a tax imposed on any object is 
divided between the buyers and the sellers in the proportion of the 
elasticity of supply of the object taxed to the elasticity of demand 
for it. Thus in the particular case where the elasticity of supply 
is equal to the elasticity of demand, the burden is equally divided, 
and the price of the object taxed rises by half the amount of the 
tax.” The general reader, for whom the text-book is stated to 
be primarily intended, will find this proposition too dogmatic, 
elliptical, and cryptic to command the assent of his reason by 
itself, and the statesman is not likely to recognise it as a formula 
serviceable in practice. The pure theory of taxation brilliantly 
expounded by Professor Edgeworth in the Economic JouRNAL, is 
an interesting and instructive exercise in economics, but the 
wisdom which is the essence of statesmanship in finance must come 
from the realistic study of finance, the lessons of financial history, 
the study of financial statistics, the comparative legislation, 
administration, constitution, and economic condition of different 
countries. Deductive reasoning and “ general principles ”’ are but 
tools of investigation, and it is the investigation that matters. 
Principles by themselves are but the grammar of the language 
which we have to read in that part of the book of life which is 
concerned with finance, and the more the student of finance can 
be steeped in the facts the better. Apart from a grounding in 
economic reasoning, such specific principles of finance as we have 
do not carry him very far. 

The tendency to stone the prophets which is the distemper of 
the young shows itself at times in Dr. Dalton’s discussions. Mill’s 
statement that “‘ there is not the smallest pretence for looking on 
the old land tax as a payment exacted from the existing race of 
landlords,” is pronounced to be “‘ quite fallacious.” We are told 
that if the tax were repealed, those who now pay it would secure a 
direct money benefit, and that its incidence, therefore, is upon 
them. This is obvious enough if we use the word “ pay ”’ in its 
literal sense, but the argument is that the existing race of landlords 
who have purchased the land subject to tax do not in effect pay it 
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by carrying its burden. The “fallacy ’’ embodies a truth of 
importance, the denial of which is futile and misleading. The 
scorn poured upon the “so-called ’”’ doctrine of capitalisation, 
diffusion and absorption rests upon an imperfect appreciation of 
their substance. On the subject of equity in taxation we are told 
that the current principles are only matters of opinion. “It 
cannot be proved that they are, in fact, equitable, but only that 
certain people at certain times think them so.” Agnosticism of 
this kind is not very helpful to the student. The social conscience 
here and now may be imperfectly informed. It is surely better to 
satisfy it so far as we can pending its improvement than to look 
upon it as a false guide. The legislator bridging over the gap 
between law and custom is like the statesman who brings national 
finance into closer harmony with the national sentiment of fairness 
for the time being. The assertion that taxation has no general 
tendency to cause unemployment is much too sweeping. The 
argument that the receivers of interest on public securities “ are 
not rendering any present quid pro quo to the public authority ” 
ignores the fact that they are leaving their capital in the hands 
of Government and so giving a continuous service. “‘ It is better 
to exempt houses from local rates than to subsidise them,”’ is 
another example of a declamation which it might be enlightening 
to the student to discuss, but which he would do well not to take 
on trust. The author’s desire for a capital levy, resting upon the 
‘ principle ”’ that the marginal utility of relief to the less wealthy 
will exceed the marginal disutility to those who are taxed, con- 
firms our view that assumed “ principles ”’ applied to the concrete 
facts will not always work out according to plan. Perhaps 
enough has been said to show that the volume is bright and discur- 
sive in its polemics rather than a dispassionate guide. The 
ability of the writer is evident, and we should like to see him 
employing his talents upon a more realistic study of the subject. 
In the language of Bottom, we shall desire his better acquaintance. 
Henry Hiaes 


Public Finance. By M. E. Rogptnson. With an Introduction by 
J. M. Keynes. (Cambridge Economic Handbooks, III.) 
(London: Nisbet & Co. Cambridge: University Press. 
Pp. x + 169. Price 5s. net.) 

Tuts book is the third volume of the Cambridge Economic 


Handbooks issued under the general editorship of Mr. J. M. 
Keynes. The first two volumes were reviewed in THE Economic 
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JouRNAL for June 1922. Miss Robinson has undertaken the 
difficult task of treating a very large subject in a very small book, 
and her work has suffered in consequence. In fact, it may be 
doubted whether it is possible to write a really satisfactory book 
of this size on Public Finance. Some Problems in Taxation would 
have been a much more suitable title, for the book, while it is 
entitled Public Finance, really deals mainly with the principles 
of taxation, and some of the problems connected with the raising 
and spending of the revenue. The subject of expenditure, to 
which a considerable space is allotted in most modern books on 
Public Finance, is therefore only treated incidentally, and financial 
administration is left on one side altogether. Local finance is 
necessarily dealt with very inadequately, as only one chapter out 
of the ten could be devoted to it. The whole problem of inter- 
national and internal debts is, again, only given one chapter, 
entitled, ‘‘ The Post-War Burden of Debt,” and in this chapter 
are included such complicated issues as a levy on capital and a 
levy on war wealth. Further, there is scarcely any reference 
made to the public finance of other countries. For some reason 
which is not very apparent, the problems of national debt and 
war finance are discussed after local finance. 

The principles of taxation are most clearly and carefully 
explained, and the arguments on all sides of the problems dis- 
cussed are so fairly balanced that one cannot help wishing that 
Miss Robinson would just once let herself go. However, she does 
appear to lean, though very hesitatingly, towards a capital levy. 
The book will be a difficult one for students who have not already 
some knowledge of the subject, as the matter is extremely con- 
densed, and there is a singular lack of illustration. It should, 
however, be useful in helping to draw together and bring into 
order the results of wider reading. The volume would have been 
still more useful if it had included a short bibliography. 

H. SanpDERSON FuRNIsS 


Sijétais Ministre des Finances, par JEAN LABADIE (Paris: Bernard 
Grasset. 1922. Pp. ix, 274. 8vo.) 


Tuts fantasia upon public finance appears as a volume in the 
collection Politeia, bibliothéque de pensée et d’action politique. The 
director, M. René Gillouin, contributes a foreword to the book, 
which bears on its title-page the device La politique du nouvel 
argent. He informs us that M. Labadié is “ not a financier by 
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profession, but, what is perhaps better, a philosophical and 
political thinker who understands finance.” 

A brief summary may suffice. M. Labadié would demonetise 
gold and silver and call in bank-notes above fifty francs. The 
holders of these notes would be credited with an equivalent 
amount in a current account at any bank they chose, and all pay- 
ments over a given amount (not specified) would take the compul- 
sory form of a cheque, on the face of which must appear not only 
the amount but the object of the payment, e.g. food, clothing, 
jewellery, etc. Notes of fifty francs and under would be legal 
tender as petty cash for small payments, but would be valid only 
for one year. On the due date they would be called in and 
replaced by new notes, up to a certain maximum for each holder. 
Any excess above the maximum would be credited to his current 
account. Small notes may be obtained from the bank by draft 
on current account, but subject to a discount varying with the 
frequency and magnitude of such operations. The banking 
account would serve as a basis for taxation upon revenue and upon 
expenditure, having regard to the character of the transactions 
disclosed by the cheques. 

M. Labadié expects from measures of this character to establish 
a purely national money which would be managed by the Minister 
of Finance in the national interests (emissions to be based on an 
index-number), and would eliminate the vagaries of foreign ex- 
change. Expenditure upon objects which are not conducive to 
national economy would be discouraged by sumptuary taxation. 
The taxpayer’s financial position would be fully disclosed by his 
banking account, and taxation could then be apportioned with 
close approximation to justice. The reader may be left to form 
his own conclusions upon the practicability and efficacy of this 
programme. 

The outbreak of intense nationalism fostered by the War and 
its sequele inevitably leads to projects of this nature, against 
which it is hardly necessary to employ the heavy artillery of 
analytical criticism. But the author has a fine literary sense and 
a lively imagination which gives some of his attacks upon existing 
defects of monetary policy the vividness of forked lightning 
stabbing into the dark. The student of finance who is sufficiently 
well acquainted with his subject to read the volume in a critical 
spirit may feel rewarded by the brilliance of these flashes notwith- 
standing the poverty of the constructive policy. 

Henry Hiaes 
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Organised Produce Markets. By J. G. Smrru, Assistant Pro- 
fessor of Commerce at the University of Birmingham. 
(Longmans, Green & Co. 1922. Pp. 238. 12s. 6d.) 


ALL organised markets, in greater or less degree, are hedged 
about with secrecy. In part, this may be due to the fact that 
those who enjoy the monopoly of dealing in a restricted field 
believe it to be in their own interest to make a mystery of their 
craft. But the chief reason is simply that the technical apparatus 
of marketing has become so intricate that scarcely anyone but 
a professional dealer has any opportunity of making himself 
familiar with it. 

Something has been done already by economists (and a great 
deal more remains to be done) to tear aside this veil of mystery. 
Whatever may be said for making markets more inaccessible 
than they need be to many of the outsiders who would like to 
deal, there is every reason to welcome any serious attempt to 
expose the machinery of business to the examination of outsiders 
who wish only to understand. 

Professor J. G. Smith has managed to compress into the 
space of about seventy-five pages a detailed descriptive account 
of all the principal produce markets of the world. Wheat and 
cotton naturally claim nine-tenths of his attention, but wool, 
sugar, coffee, tea, and even cheese, butter and fruit come within 
the range of his investigations. There is scarcely more than an 
allusion to rubber. In a series of appendices we are given typical 
market reports and documents, without, however, any comment 
or elucidation. 

The book being intended primarily for the use of students, 
we have no right to complain if in these descriptive chapters the 
very heavy dose of information is administered to us a little 
ruthlessly. On the contrary, Professor Smith is to be con- 
gratulated on the painstaking and methodical way in which he 
has collected and co-ordinated a whole mass of technical in- 
formation which is not readily accessible to those who would 
make business a science and not an art. 

It is as difficult to give a fair summary or appreciation of this 
part of the book as it would be to review a dictionary. But the 
pill is sugared, though in the middle and not on the outside. 
The central chapters are given to a discussion of speculation 
in all its aspects. Professor Smith has a wholesome respect 
for the services rendered by the expert risk taker, and his 


treatment of the subject is commendably concrete. But his 
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interpretation of the facts and his judgments upon them are 
clearly based upon observation and not upon practice. A 
treatise on the theory and practice of speculation is badly needed ; 
but it will probably not be written until candidates for a Degree, 
or at any rate for a Professorship, of Commerce are required to 
give proof of their ability to make money in speculative markets. 
R. TRouTON 


Cartesian Economics: the Bearing of Physical Science upon 
State Stewardship. By Freprrick Soppy, M.A., F.R.S. 
(Fleetville, St. Albans: J. W. Vernon. 1922. Pp. 24, 
8vo. Price 6d.) 


THESE two lectures, delivered at Birkbeck College (University 
of London) on November 10th and 17th, 1921, are published 
by the Students’ Unions of Birkbeck College and the London 
School of Economics. The fond mother who consulted Dean 
Swift about what she should do with a poem composed by her 
child of seven was answered, ‘‘ Wipe it up and say no more 
about it.” But the temptation to bury this pamphlet among 
the curiosities of literature must be resisted for two reasons. 
It may carry more weight than it deserves owing to its author’s 
reputation in other fields of thought, while its effect upon young 
students (like those who have deemed it worthy of circulation) 
can hardly fail to be disheartening and misleading. If there 
be any Unions of Students of Chemistry, and if a distinguished 
economist lectures to them upon the folly, futility, sham, and 
make-believe of chemical science as at present understood, 
they will be well advised to consult Professor Soddy whether 
publication of the lectures will promote the interests of their 
subject or enhance the reputation of their lecturer. 

Professor Soddy has hard things to say of economists and 
their teaching, their ‘‘ crude confusions,” their “ triumphs of 
mental instincts over reason, experience, and common-sense,” 
and their lack of scientific spirit. To borrow a phrase from 
Disraeli, they are silly old people who do not know their own 
silly old business. Ignorant of the scientific laws of life, 
economists have not arrived at a true conception of wealth, 
“‘ whereas I, from the application of the laws of energy to 
the problem of how men live, have arrived at such a conception.” 
The great thing to remember is that the sun is the source of all 
light, heat, energy, and life. ‘‘ Switch off the sun and a world 
would result lifeless. . . . This is the starting-point of Cartesian 
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economics.” The economist may comfort himself that he has 
arrived already at this starting-point, and is aware that if the 
sun were switched off there would be no wealth. As, however, 
poor foolish humanity has happily no power to meddle with the 
sun, this indubitable truth has the disconcerting irrelevance 
of Mr. F.’s aunt—* There’s milestones on the Dover Road.” 
But by some chain of thought of which essential links are missing, 
we are led to conclusions like the following: ‘‘ Wealth is revenue 
and it cannot be saved.” Usury [by which is meant interest] 
is immoral. ‘‘ The consequence of the capitalist’s abstinence 
is that civilisation has got inextricably into the hands of the 
Jews. Compared with this the wildest profligacy on the part 
of the original capitalist would have been a relatively minor 
evil.” ‘‘ During the War the capital of the country [by this 
he means the National Debt] was increased by some £7,000,000,000, 
which brings in £350,000,000 a year permanent interest.” The 
gold discoveries were unnecessary. ‘‘ How much easier it would 
have been simply to print the money and use the issue to repay 
the National Debt. But the opportunity passed and the like 
may not occur again.” ‘‘ There is much making of money by 
exchange, but no making of wealth or profit—the pluses and 
minuses are equal.” 

This is enough to show whither Cartesian Economics lead us. 
They have not yet reached the point that wealth is the means 
to an end in utilities, and that capital, interest, and exchange 
tend to an increase of utility. It is unnecessary in the Economic 
JOURNAL to criticise in detail declamatory paradox such as we 
have quoted. The author claims that his views have “ gained 
in definiteness and clearness’ through correspondence with a 
neo-Marxian friend. Unhappily these qualities are common 
to Truth and Error alike. It is fatally easy to be short and 
clear and wrong. If this is “ the bearing of Physical Science 
upon State Stewardship,” may Heaven preserve us and our 
State Stewards from being overborne! It was some obscure 
impurity in his drug which turned Dr. Jekyll into Mr. Hyde. 
The Professor has not put pure economic teaching into his test 
tube, and it is sad to see so distinguished a physicist transformed 
into a pitiable purveyor of economic fallacies. We are left 
wondering why such fare has been spread before the students 
of the University of London, and why they think the lectures 
deserve to be broadcast. They ought to know that Cartesian 
Economics is neither Cartesian nor Economics. 

Henry Hices 
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Britain’s Decline: her Economic Disorder and its Only Remedy. 
By Joun W. Lea. (Birmingham: Cornish Brothers, 
39 New Street. 1s. net.) 


Unper this melancholy title, which recalls the jeremiads 
of a bygone age—Britannia Languens and its seventeenth- 
century congeners—Mr. Lea has reprinted four articles contri- 
buted to the Economic JoURNAL, and a number of letters which 
appeared in the Birmingham Post, between the years 1912 and 
1922. The articles from the JouRNAL constitute an interesting 
intensive study of certain “‘ standard ”’ investments “such as 
an investor in 1896 who aimed at security rather than high yield 
would have been likely to buy,” and were worth reproducing 
in a more permanent form. The author has worked out the 
prices and yields of these stocks, mostly home railway invest- 
ments, over a period of years, and has presented the results in 
a series of tables and charts which include, for the purpose of 
contrast, similar foreign and colonial securities. They are very 
instructive, and the student of these particular investments 
will feel deeply grateful to Mr. Lea for the immense pains he has 
taken in compiling his data. When, however, we turn from the 
figures themselves to the inferences which the author draws 
from them, there is less ground for satisfaction. The facts to 
be explained are a sharp decline beginning in 1896 in the home 
investments, and a less marked falling off in the foreign and 
colonial. The year in question, it will be remembered, is the 
one in which prices began to manifest an upward tendency, 
and the so-called ‘‘ depression of trade”’ is supposed to have 
ended. Various interpretations of the phenomena are reviewed 
by the author and rejected, but his own solution has varied. 
In the first three articles, which were written before the war, 
he is inclined to attribute the fall in value of the home securities 
to a decline in British industries, notably in the iron trade. 
In the last article, published in 1917, he lays most stress on 
the tendency of the British workman to “ ca’ canny,” and quotes 
a statement of Mr. Flux, the Director of the Census of Production, 
that ‘‘ the production per head in the United States was roughly 
double that shown by the census for the United Kingdom.” None 
of these explanations appear to be convincing. No statistics 
or charts of the iron or other trades are given to support the 
alleged decline of British industries. The iron trade, in particular, 
if we may trust Mr. Macrosty (Economic JourNnAL, Vol. XV. 
p. 342), was very good from 1895 to the middle of 1900, with a 
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slight exception in 1898, due to the engineering dispute of the 
preceding year. There is no evidence that the laziness of the 
British workman suddenly became acute in 1896, and the tendency 
to slack would assuredly not have been confined to home produc- 
tion, but would have extended over production for the foreign 
trade, which Mr. Lea admits was advancing by “leaps and 
bounds.” This is the crux of Mr. Lea’s theories, and he has 
made no real attempt to get over it. The truth is, that all he 
has proved is the decline of certain investments, not the decline 
of Britain or British trade. If the reviewer may be pardoned 
for referring to his own investigations, the true explanation of 
the facts would seem to lie in the immense railway and transport 
development of Germany during the period in question, and her 
consequent success in exploiting the commerce of the Continent, 
which made the development of our overseas trade a more 
profitable field than the home market for investment of British 
capital! Home railways would necessarily suffer; shipping 
investments, if Mr. Lea had extended his researches to that 
department, would probably have told a different tale. 

The letters reprinted from the Birmingham Post are of an 
ephemeral character, and Mr. Lea would have been well advised 
to have condensed their substance into a connected form, and 
thus avoided tedious repetitions inseparable from contributions 
to the daily press. With the exception of one letter, which is 
by another writer and printed as an appendix, the main feature 
of the correspondence is its weak grasp of monetary theory. 
Founding himself on a vague definition in the Century Dictionary, 
and on an inaccurate statement of the late Prime Minister, the 
author boldly contends that British currency, as apart from 
bank credits, has not been inflated. On the same page in which 
he makes this rash statement he notes that gold is at a premium 
of 27 per cent. as compared with currency notes (p. 39). 
As a matter of fact, currency has increased in a greater pro- 
portion than credit since 1914. Mr. A. H. Gibson notes (British 
Finance, 1914-1920, edited by Professor Kirkaldy, p. 274) that 
commercial bank deposits increased between June 1914 and 
December 1920 by 1328 millions, or 124 per cent.,while currency 
increased in the same period by 265 millions, or 207 per cent. 


1 Economic JourNnaL, Vol. XXVI. p. 161. This is a fitting opportunity to 
correct an unfortunate slip in the article cited, for which the writer is responsible. 
The two last sentences on p. 161 ( ‘‘ These figures ... foreign markets ”’ ) are mis- 
placed. They really refer to the detailed investigation which commences on 
p. 163, and not to the prefatory figures in pp. 161 and 162. 
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Mr. Lea’s view that inflation does not begin till ‘‘ demand is 
exceeded ” is a popular misconception, which politicians have 
exploited for propagandist purposes, but to which no serious 
economist would subscribe. 

As for the author’s simple remedy for the present troubles— 
more production—it is perhaps sufficient to say, in the words 
of Dr. Macnamara in the House of Commons, ‘‘ It’s no use 
making goods unless you can sell them.”” The superior production 
of the United States has not saved that country from the evils 
of unemployment. The problem is largely financial and inter- 
national in character, and not a mere question of the laziness 
or the reverse of the workman. Mr. Flux’s statement, which 
the author quotes so frequently, does not, I take it, bear the 
construction which he puts upon it. The superior production 
of the United States is due partly to natural conditions, and 
partly to the more extended use of labour-saving machinery. 
No doubt Trade Union regulations which tend to restrict pro- 
duction, and the mistaken notion of the British workman that 
he benefits his fellows by slacking, are factors that need to be 
strenuously combated. But their influence may easily be 
exaggerated, and it can hardly be of paramount importance, 
or our foreign trade would not have had so successful a history 


in the recent past. 
H. H. O’FarreEwn 


Europe after the World War: a Financial and Economic Survey. 
(Volume First.) By W. R. Lawson. (London: The 
Financial News, 1921. Pp. xi-+ 276. Price 7s. 6d. net.) 


Tuts book hardly bears out the promise of its title; for, 
frankly, it is a work of “ polemical” rather than “ political ” 
economy. And this is a pity, for a well-reasoned survey of 
the post-war financial and economic situation in Britain and 
Europe would be most valuable. The author has evidently 
strong opinions and dislikes, and is not afraid to voice either. 
The book has four parts, the first dealing with Armageddon, 
and the others with its Industrial, Financial and Commercial 
Effects respectively. The author has collected a good deal of 
information, and puts forward some interesting views; and 
there are some interesting, if not always effective, comparisons 
with past wars. As a controversial work it may not be able 
to come successfully through the acid test of debate. For 
instance, to say (p. 79) that “ disputes (during the war) were 
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more frequent than ever,” if by disputes is meant strikes, 
will scarcely hold water; and the time lost by strikes during 
the four war years was far less than in the four pre-war years, 
and indeed less than in the one year 1912 alone. Again, 
comparisons with past wars are apt to be vitiated by failure 
to allow for necessary differences in the conditions and scale 
of the conflicts. Or, again, it is by no means impossible that 
the ‘‘ military muddles”’ of the Crimea were in part due to a 
too cheese-paring attitude on the part of the “ brilliantly shining ”’ 
financial control. A practised controversialist would no doubt 


multiply these instances. 
N. B. DEARLE 


Prices and Wages: an Investigation of the Dynamic Forces in 
Social Economics. By Percy WALLIS and ALBERT WALLIS. 
(London: P. S. King & Son, 1921. Pp. xii + 449.) 


THE authors base their general theorems on the idea that 
social evils are the results not of “ evil-doers or tyrants,” but 
of ‘‘ want of understanding.” This is in a sense a universalisation 
of the idea of economic friction, and this want of understanding 
or information probably plays a more important part than is 
generally supposed. The authors argue that the trained 
economist suffers from lack of data, and that the business man 
cannot give the time to the study, but is ‘admittedly drifting 

. and astutely avoiding shoals and shipwreck .. . by 
ceaseless watchfulness.”” They therefore attempt to found 
a “theory of economics upon numerical data from business 
statistics.” 

The result is the development of a labour theory of value, 
or rather price. “ Prices,” they say in the preface, “ are really 
a natural quantity of commodities dependent upon the amount 
of labour necessary to obtain them,” and they work this idea out 
to the conclusion that prices ‘‘are always brought back to the 
natural standard of value as determined by the labour price of 
gold, and in normal times prices never depart far from that 
basis.” The work contains a large amount of numerical and 
statistical data, illustrated by tales and diagrams. It considers 
the National Income and its Division, and such fundamental 
subjects as Capital, Price (with special chapters on prices of 
crops and prices in the U.S.A.), Gold and Wages. A further 
chapter deals with Profit and Unemployment, and in this 
connection the concluding paragraph of the book (p. 449) argues 
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that “the price being unalterable, profit properly so called ” 
can only be obtained if there is a percentage of unemployed 
labour to cut down the labourer’s share of production. This 
they describe as “‘ the essential defect of our present industrial 
system.” Treatment of Rent and Interest and Trade Fluctu- 
ations precedes a review of the general conclusions to be drawn 


from the data. 
N. B. DEARLE 


A Short History of British Agriculture. By Joun Orr. London: 
Humphrey Milford, Oxford University Press, 1922. Pp. 96. 
Price 2s. 6d. net. 


A History of Land Tenure in England. By J. Guosu. Calcutta: 
Kar, Majumder & Co., 1922. Pp. 280 + 2. 


To survey the history of British agriculture from the earliest 
times to the present day, and to do it in ninety-six pages, is a 
difficult task, and one which no author could hope to accomplish 
without exposing himself to the charge of inadequate treatment 
in regard to some part at least of his work. On the whole Mr. 
Orr has succeeded in regard to the period after 1700, and some 
sections of this latter part of the book are quite excellent, but 
the first fifty pages will be a disappointment to those who know 
the quality of the author’s other writings on agricultural matters. 
More especially in the first part of the book, but occasionally 
also in the account of the eighteenth and nineteenth centuries, 
Mr. Orr’s solution of the difficult problem of knowing what to 
include and what to exclude, at least as regards the background 
of political history, is not always very happy. Some vague and 
doubtful facts, too, appear as precise certainties—for example, 
we are told that “‘ between 1455 and 1607 the area of land 
enclosed amounted to 516,673 acres,’’ without a word to indicate 
that this figure is only Dr. Gay’s very hypothetical estimate ; 
and Mr. Orr’s statements that “the average yield of wheat in 
1770 was 23 bushels per acre,”’ that “ in 1880 it was 28 bushels,” 
and that “‘it is now about 30,” are unaccompanied by any 
explanation of the fact that the first of these figures must be 
a rough estimate, while the two others are based on the official 
agricultural statistics. In general one wishes Mr. Orr had been 
a little more geographical—differences between one part of the 
country and another might have been noted with advantage. 
For the rest, the book is enriched by a number of interesting 
quotations from writers of various periods—some of them by 

















1923] STRICKLAND: STUDIES IN EUROPEAN CO-OPERATION 107 


no means well known—and the illustrations, of which there are 
twenty-eight, are quite first-rate. 

Dr. Ghosh is Principal of Anandamohan College, Mymensingh, 
and his book is part of the thesis which he submitted for the 
doctorate (he does not say at what university) in 1910. It 
reveals the author as a sensible man who can arrange his matter 
simply and clearly, and, for a book written by one to whom English 
is not his native tongue, it is remarkably well written. But 
unfortunately Dr. Ghosh’s merits as a writer are spoilt by 
defective scholarship. Though he can quote a great variety of 
original authorities—for example, Beowulf, Saxon charters, 
Walter of Henley, Chaucer, Langland, Sir Thomas More, Tudor 
statutes, Tusser, Arthur Young, and Sir Rider Haggard—and 
though he knows such out-of-the-way facts as the purpose and 
failure of Dolben’s Act, his blunders are serious. He thinks, 
for instance, that “the feudal lords were bound in the days of 
the Conqueror to place on the field if required a well-armed 
and equipped force of 60,000 men” (p. 98), and that “the extent 
of land constituting a knight’s fee was twelve plough lands, 
equal, according to some authorities, to 800, and according to 
others, to 680 acres” (p. 87). Apart from actual blunders, 
probable, and sometimes also doubtful, things are stated as 
certainties. ‘‘ Not a single cargo of corn,” says Dr. Ghosh, “ was 
exported from England in the six hundred years that intervened 
between the departure of the Romans and the establishment 
of Norman rule ” (p. 67). If we really knew as much history 
as that, how happy we should be! Dr. Ghosh apologises for the 
fact that he has not been able to bring his book up to date since 
it was written in 1910. But even in 1910 it was hardly up to 
date to quote Hallam as an authority on the status of the Domes- 
day sokemen. And his remarks about folkland reveal ignorance 
of the fact that Sir Paul Vinogradoff had “ deprived the English 


nation of its land ” in 1893. 
REGINALD LENNARD 


Studies in European Co-operation, by C. F. StRICKLAND (pp. 166). 
The Co-operative Movement in France and Italy, by Otto 
ROTHFIELD (pp. 87). Co-operation in Germany and Italy, 
by M. L. Darina (pp. 191). (London: P.8. King & Son.) 


THESE publications are in substance reports on visits by 
representatives of the Indian Government to Europe for the 
study of co-operation. Mr. Strickland’s inquiries covered 
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Holland, Belgium, Italy and England. Mr. Rothfield confines 
himself to France and Italy, whilst Mr. Darling deals mainly 
with Germany and Italy, touching briefly on Ireland. 

One cannot help being impressed by the great variety of 
forms in which the co-operative idea finds expression in different 
countries, and it is interesting to note that in each country 
co-operation seems to be particularly successful in some special 
direction. In England consumers’ stores overshadow all other 
forms. In Holland co-operative agriculture and dairying 
predominate. In Italy ‘“ Societies of Production and Labour ” 
make greater headway than in the other countries under review. 
Co-operative banking has reached big proportions in Germany, 
whilst ‘‘ Producers’ Societies ’’ would appear to find a more 
congenial soil in France than elsewhere. Increased facilities 
for intercourse between co-operators of all countries tend, 
however, to stimulate the spread of ideas which have proved 
successful in any country. In all the countries dealt with in 
these reports we find the “ Rochdale ”’ Consumers’ Society, 
and, except in England, co-operative banking has taken root. 
The Producers’ Society, which is peculiarly French, finds imitators 
in all countries. Co-operative agriculture and dairying is 
becoming general, for even in England it has made some progress. 
The transplantation of ideas involves as a rule considerable 
modifications in the practical application. Probably no move- 
ment discloses to the same extent the great variety in character- 
istics and conditions of the working populations of different 
countries. Why, for instance, have Co-operative Labour 
Associations, covering “‘the smallest co-partner workshop to 
a metallurgical industry owning dockyards and arsenals, or a 
mining syndicate enjoying a national monopoly, and the gang 
of navvies who undertake enterprises of increasing skill and 
grandeur,” taken such a hold in Italy and made such little 
headway elsewhere? Why have Agricultural Co-operation 
Banks achieved such dimensions in Germany, Italy and else- 
where on the Continent and absolutely failed to take root in 
England? Whilst these reports do not pretend to give definite 
answers to such questions, they certainly provide valuable 
material for the student to work upon. The reports are so 
crowded with facts covering such a great variety of co-operative 
activities that it is impossible in a brief review to pretend to do 
justice to what has been collected. The ground covered includes 
Village Banks, Urban Banks and the relation of these to Central 
and State Banks, Supply and Sale Societies, Mutual Insurance 
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Societies, Electricity Societies, Co-operative Labour Societies, 
Agricultural Societies, Co-operative Housing and Building 
Societies, and others. 

A feature often found in continental co-operation is the 
division of societies not only according to their commercial 
or economic functions, but also according to the religious or 
political views of the members. There are Catholic and Pro- 
testant, Socialist and non-Socialist Societies, and so on. We 
have up to now escaped this division in Great Britain, but the 
action of the Co-operative Consumers’ Movement in identifying 
itself closely with the Socialist and Labour Party in this country 
may possibly create the same division here in the near future. 

As to the effect of these political and religious influences, 
Mr. Strickland tells us that ‘the enthusiasm or fanaticism lent 
by these resolves are outweighed by the disunion and idle 
competition which they introduce. A society embracing all 
communities has sometimes the hardest struggle, but wins the 
most striking victory.” 

The relation of the movement to Governments varies in 
different countries. In Italy, for example, ‘ millions of lire 
have been poured out ”’ to promote its progress. In Germany 
progress “ owes nothing (except to a small extent in Housing 
Societies) either to political rivalry or to public grant.” Signor 
Luzzatti, the founder of the movement in Italy, considers the “‘ in- 
discriminate distribution of subsidies to be highly demoralising.” 
The absence of Government subsidies in Germany has evidently 
not retarded development, for we learn that in the two years 
following the war 10,000 Co-operative Societies were opened. 
Mr. Darling expresses the view that Germany is “a splendid 
example of self-help, as Italy is a warning of the danger of State 
aid.” On the other hand, Mr. Rothfield tells us that in regard 
to France, “‘ the great results achieved by co-operation were 
achieved only because of State aid and with the help of State 
officials.”’ 

The ‘total number of Societies at present in Germany 
(June 1921) must be at least 47,000. Membership is difficult 
to calculate,”’ but it “‘ may be put at about seven million families, 
embracing between twenty-five and thirty million souls, or 
half the present population of Germany.” 

The chief object of these reports is to stimulate developments 
on right lines in India, and we are told that there is ‘“‘ no reason 
whatever why the Punjab money-lender should not in a few 
years be a fragrant memory no longer visible in the flesh.” 
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Whilst they do not in some respects take the place of Mr. 
Wolff’s well-known and much-appreciated work on the subject, 
these reports certainly provide good material for the study of 
the more recent co-operative developments in Europe, and their 
production is a real service to those interested. 

Henry VIVIAN 


The Prevention and Relief of Distress : A Hand-book of Informa- 
tion respecting the Statutory and Voluntary Means avail- 
able for the Relief of Distress and the Improvement of Social 
Conditions. (King & Son and Charity Organisation Society. 
2s. 6d.) 


Tue Charity Organisation Society stood originally for two 
new and unpopular truths—the superiority of co-operation over 
isolation in charitable work, and the superiority of knowledge 
over ignorance. These doctrines are now so generally accepted 
in theory, however far short of them we may often fall in practice, 
that they often appear to us truisms, and there is some danger 
that the debt we owe to the Charity Organisation Society for their 
discovery and propagation may be forgotten. 

Both in popular conception, and in some of its own utter- 
ances, however, the Charity Organisation Society tends to be 
closely associated with another tenet on which modern opinion is 
much less unanimous, namely, that everyone is primarily re- 
sponsible for his own fate except in so far as he shares that 
responsibility with his relations, that is, individualism modified 
by a high doctrine of the family. This, however, was not the 
Society's discovery or invention, but was the general opinion 
among “enlightened ”’ people at the time it arose. There is 
much to be said for this point of view, but if the Charity Organ- 
isation Society, under that or any other name, is to have the great 
future it might have as a corporate endeavour to relieve suffering 
and prevent the demoralisation often resulting from ill-considered 
and spasmodic benevolence, it must cease to identify itself with 
any one-sided social doctrine and enlist the aid of socialists and 
individualists alike and representatives of all intermediate shades 
of thought. 

The little book recently brought out by the Charity Organ- 
isation Society, The Prevention and Relief of Distress, is, there- 
fore, interesting, not only for the very valuable information it 
contains for the guidance of social workers, but still more in 
that it is Sir Charles Loch’s introduction to the Annual Charities 
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Register and Digest, first issued in 1891, “ brought up to date,” 
and therefore should indicate any changes in the general attitude 
of the Society which have taken place in the last thirty-one years. 
On the whole it is disappointing to have to record that these 
changes are small. There are many modifications in the phrase- 
ology used which make it more acceptable to-day, and doubtless 
show a softened attitude, but there is practically no bold depar- 
ture from a one-sided position; or even acknowledgment that it 
is not shared by all thoughtful and experienced workers. Some- 
times the changed wording is not an unmixed advantage; the 
present title, “The Prevention and Relief of Distress,” is cer- 
tainly at first sight preferable to the original ‘‘ How to Relieve 
Cases of Distress,’ but it makes omission of any treatment of 
such subjects as housing, education, or conditions of employ- 
ment, all the more marked. A book of this kind, which is really 
confined to the information required by the social physician in his 
treatment of individual cases, is most valuable, but its com- 
pilers should be careful not to imply that there are not important 
causes of distress too general to be dealt with by these means. 
Unfortunately a section of ‘‘ How to Relieve Cases of Distress,”’ 
limiting the scope of the work and acknowledging the importance 
of the field outside, is omitted from the present booklet. 

The chief defect of the individual work of the Charity Organ- 
isation Society is probably lack of enterprise in dealing with 
problems difficult or impossible of complete solution. The admir- 
able ideal of forming a plan in every case brings with it the 
temptation to turn away from those cases where no plan can 
readily be formed. This must be the explanation of the dis- 
proportionately small space given to distress due to unemploy- 
ment, and the entire disregard of the effects of the present 
depression of trade in the chapter headed “ Distress arising out 
of the War.” It is rightly assumed that long and widespread 
distress makes statutory provision indispensable, but wrongly 
implied that voluntary benevolence has in such case little to do 
but step aside. In like manner, while acknowledging the need 
for close co-operation between Poor Law Authorities and bodies 
administering voluntary aid, it implies that those in distress can 
be separated into those who are and those who are not ‘“ above 
Poor Law level,’’ the former being the sole concern of charity. 
The statement that ‘‘ Merit has nothing to do with the claim to 
Poor Law relief” is most misleading; it is true that the vicious 
have the right to be kept alive in the workhouse, but merit has 
a very great deal to do with outdoor relief, and the problems before 














112 THE ECONOMIC JOURNAL [MARCH 


a Board of Guardians are much more similar to those before a 
Charity Organisation Society than this book would suggest. 
The voluntary body should have more elasticity and more time 
for detail, and is therefore most required in abnormal cases, 
whether good or bad, but there is no ultimate reason why its 
efforts should not be exercised on behalf of many families whose 
need is so prolonged that most of the material help has to come 
from the Poor Law. 

It is hard to be critical without appearing hostile, but it is 
just because of the great achievements and far-reaching possi- 
bilities of the Charity Organisation Society that its deliverance 
from unnecessary limitations is important. We are encouraged 
to expect periodic revision of the handbook; we may hope that 
this will mirror a more rapidly developing policy. In the mean- 
time all social workers should possess this book, though, as is 
made clear, the facts as given relate to London, and readers in 
the English provinces, and still more in Scotland, will have to 
make their own alterations. 

ANNE ASHLEY 


Social Administration, Including the Poor Laws. By Joun 
J. CuarKE, M.A., F.S.S. (Sir Isaac Pitman & Sons, Ltd.) 


Ir seems ungenerous not to be enthusiastic about this little 
book, which supplies under one cover a mass of important infor- 
mation, much of it not previously available in any compact 
form. The comment and discussion with which the information 
is interspersed, however, though characterised often by common 
sense, seldom seems to imply original or profound reasoning, and 
the language in which it is expressed is sometimes so far from 
clear or exact that it is hard to ascribe these qualities to the 
thought behind it. Even the information itself sometimes 
suffers from being insufficiently digested, though it is so much 
more valuable than its setting that one is inclined to wish it 
were presented in the form of an encyclopedia. The index is too 
exhaustive to be convenient; the practice of putting after each 
subject a list of all the pages where its name is so much as men- 
tioned (and some, for there are apparently misprints, where it is 
not mentioned) is not conducive to rapidity of reference. 

The first two appendices are particularly interesting: the 
one sets out in parallel columns the chief dates in the history of 
the Poor Law in England and Scotland respectively; and the 
other shows the main recommendations of the Royal Commission 
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on the Poor Law of 1909—first those that were unanimous, and 
then those of the majority and the minority respectively—with 
against each the extent to which, if at all, it has been carried out. 
The third appendix is curious: why, in showing “ opportunities 
for social service,” should it be ‘‘ presumed that there is no 
desire to seek the suffrages of the electors’’? The great local 
governing bodies are among the most important fields of social 
service, and we ought to be able to assume that among public- 
spirited men and women there is a widespread desire and ambition 
to enter these fields, for which it is normally necessary “ to seek 


the suffrages of the electors.” 
ANNE ASHLEY 


Die Hauptstrémungen der Sozialistischen Gedankenwelt. By 
Dr. Bita Foéupes. (Berlin: Otto Elsner Verlagsgesell- 
schaft. 1923. Pp. viii + 414). 


Tue task undertaken in this work by Professor Béla Foéldes 
is to trace the many “streams of tendency’”’ represented by 
Socialistic theorists in various countries, rather than to discuss 
concrete Socialistic systems. It is a work of wide and deep 
research, marked by clear and vivid exposition and conscientious 
analysis, as well as laudable objectivity. For the most part, 
however, it is a summary of an earlier study, and it is unfortunate 
that the author has not taken the opportunity of giving us some 
adequate review of the developments of Socialistic thought and 
experiment during, and still more since, the Great War. Except 
for a somewhat cursory discussion of Bolshevism, the inclusion 
of which in his review may be open to criticism, Dr. Féldes 
practically stops at 1910, almost ignoring the tremendous testing 
time to which Socialistic theories, programmes, and organisations 
have been exposed during the later years. Nor can his forecast 
in the concluding chapter be accepted as an adequate statement 
of the momentous transition through which society and social 
theories are to-day passing. We are told how Socialism has 
dropped some dogmas and modified others ; we are reminded that 
the present needs of the world are peace and increased productivity, 
if our present civilisation is to be saved, and that the future holds 
new tasks which mankind will neglect at its peril ; but truisms like 
these do not carry us far, and one looks in vain for the careful 
and searching examination of the attitude of Socialism to the 
problems presented by a disorganised and demoralised world 
which would have given to this work real practical value. 

No. 129.—vo.L. XXXII. I 
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This is not to say that Dr. Foldes’ book is superfluous. As a 
piece of historical and theoretical exposition it is deserving of very 
high praise, for its author shows a rare mastery of sources and 
detail, and while many other works have covered the same ground, 
it is questionable whether any has done it more thoroughly. The 


bibliography given at the close is ample though not exhaustive. 
W. H. Dawson 
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NOTES AND MEMORANDA 


NoTEs ON THE MaTHEMATICAL THEORY OF PRODUCTION 


THe following pages have close relation to Mr. W. E. 
Johnson’s investigations on The Pure Theory of Utility Curves, 
published in No. 92 of the Economic JourNat [December 1913], 
and their object is to simplify as much as seems possible the 
mathematical side of this article. Professor F. Y. Edgeworth 
is of course in the right when he says: ‘‘ This (Mr. Johnson’s) 
work appears to us to be in respect of mathematical technique 
a unique contribution to the subject’ (Economic JOURNAL, 
No. 97, p. 49). But Professor F. Y. Edgeworth is not less in 
the right when (/.c. p. 41) he characterises Mr. Johnson’s writing 
as “exceedingly concise.”’ This conciseness goes so far, that 
some of the mathematical propositions are not proved; so, for 


instance, on p. 509 we read: “The discriminant so obtained 
can be shown to be . . .”; on p. 510: “ The following relations 
can be proved... .” But the demonstrations are not given, 


and, in consequence, considerable pure mathematical work is 
left to the reader. In spite of the maxim, “ II ne s’agit pas de 
faire lire, mais de faire penser,” we think that mathematical 
problems should not be given to economists to solve, and that 
mathematical economics should be treated as simply as possible, 
with all results worked out in detail. The reason why Mr. 
Johnson omits some of the proofs is obvious: they would be 
too long and tiresome to follow, and occupy too much space in 
an “economic” article. Now, we will try to show that the 
subject can be treated in a more simple, but at the same time more 
general way, that does not require too complicated mathematics. 
We will follow Mr. Johnson’s notations as closely as possible. 
According to these notations, p is the product; a, b,c,e,... 
the n factors; a, B, y, e, . . . their respective prices; uw— the 
cost of production; f(a, b,c,e, . . .), the production function. 
Consequently we have : 


Om Pe GGG. «Ps 6 « oe oo oe 
poee.a+b.p+e.yteet...- » « (FF 
Now we shall introduce » — 1 (one less than the number of 


factors) independent variables, or parameters (or perhaps “ general- 
12 
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ised co-ordinates”’), wu, v, w, . . . and take in lieu of equation (1) 
the following a : 
= fie, . . «3 9) 
eo ae »| 
= fit, v,w,.--5P)t. . . . (LY 
( > p) 


= Se U, V, W, | 
The functions f,, f,, f., f-, being so chosen that the equation 
resulting from the elimination of wu, v, w, from the equations (1’) 
should be identical to equation (1). 

We may notice that the system (1’) leads to a clear con- 
ception of ‘“ coefficients of production ” as adopted by Professor 
Pareto; these coefficients being : 

da Of, 6b _ Of, 
= a 6, = "a + +e (3) 
And this conception seems to be as natural in the case of what 
is called “ variability of coefficients of production,” as in the 
case of the constant coefficients of Walras (this point being 
mentioned by Professor F. Y. Edgeworth, l.c. p. 56). 

The problem to solve is: minimising the cost of production 
(u) for a given amount (p) of product. 

From (2) we see that yw is a linear function of a,b,c,e.. . ; 
but the problem will not be more difficult if we adopt for represent- 





ing the cost of production any function f, of a, b,c,e . .. , and the 
prices a, B, y, €, . . . and consequently write in lieu of (2) the 
more general equation : 
8 ee ee ee ee | 
After substituting a, b,c,e..., from (1’) in (2’) w becomes 
a function of the m — 1 independent variables u, v, w..., the 
minimum conditions for which are : 
bu = Ou, Ou 
= 95 = 0,5 =. - - 2. . A) 
and 
d*u > 0, 
or 
Ou t au? 
wp + res 5 au dv + = 5 dudw +. 
Pa 4 28g dudw + . (5) 
‘ 00 dw?t-... 





. > @) 
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Adopting the usual notations 
du bu 
ou? = uw dudv = My en 4 


we can write the following inequalities, that are known to be 
equivalent to condition (5), viz. : 














Me Lue 2 Huu Hu Huw 
Muu > 0, Ps 0, Huv Pov ow > 0, <0 (6) 
uv Mav 
Huw Moe How 
Equations (4) determine wu, v,w, ... as functions of p, a, 
Bf, y,€ ...3; on substituting them in (1’) and (2’) we obtain 


the complete solution of the minimum problem proposed. 

Now let us, starting from this minimum state, vary the given 
amount of product p by dp, and some (not necessarily all) of 
the found quantities u, v,w, . . . by du, dv, dw, . . . and let us 
see how much the cost of production () will consequently vary. 

As uw is a function of u,v, w, ... involving explicitly p, 
we have: 


Ou 


du= = MH du + 2H dy + Se a w+. +3 5 OP 


Taking account of (4) we find : 
_ 9e 
du = Pe dp, 


or, with Mr. Johnson’s notation : 


du ou 


© = dp op 7) 


“The constant i= es is well described by him [Mr. John- 


son] as the marginal efficiency of money,” says Professor Edge- 
worth (l.c. p. 52). Should we adopt the linear form (2) of the 
cost of production function, we would have from (7) : 


da 6b dc de 
bm e+ Pt grt gst ve 
or, using the “ coefficients of production ” (3) : 


k = a,a + 6,8 + coy + eye + . 


The variations du, dv,dw, . . ., dp were until now arbitrary 
and independent of one another. Let us now assume that in 
the new state (u+du, v+dv, w+du,..., p+dp) the 











118 THE ECONOMIC JOURNAL 


[MARCH 


minimum conditions (4) for the quantities u, v,w, .. . that are 
subject to variation, are still satisfied, and let us investigate the 


rate of variation Pe of the quantity k (this being the most im- 


portant novelty contained in Part IV of Mr. Johnson’s writing). 
k being a function of u, v, w, . . . involving p explicitly, we 
have : 


_ ok 


dk = pe dp +5 oF au + dy dwt. (8) 


Conditions (4) holding good (for the quantities u,v, w, . . . that 


are supposed to vary alone) we have : 
Ou bu Ou 
dudp eg 


Ou, ¥ a 
Boop"? * 8 na" re ¥ ay v + insite =v 


dv + dw+...=0 





dp +5 os f 9 du + 
ve 0 (9) 
dudv 





For the sake of brevity, let us write : 


ou Ou Ou 
bp? = Lpp» Opou = Mow dpou = py + + + 
and (10) 
dv , dw J, 


dk _ ys du ; — 
ak: Pits Bo 


dp" dp"? dp 
The index i showing that it is but the first 7 of the n —1 
quantities u,v,w, ... that are supposed to vary. If, ‘ pour 
fixer les idées,” we take for a moment 7 = 3, so that it is only 
u, v, w that vary, equations (7)-(10) will readily give us: 





ks’ = Upp + Mpu- 
O = Upy + Mun ° 
0 = Lp» + Huo - 


O = py + Huw 


Us’ + Up - 
Us. + Huv - 
Us’ <a Hoo + 
Us + Ley: 


V3. + pw + 
V3 + Huw 
V3! + vw - 
V5" + ow + 


(11) 


These equations give easily the following values for k,’ and w,’: 


Hop pu py Pow 


pu Huu Luv Huw 


Loy Hu Lov How 
How Huw How How 





Fun Hur Huw 
Luv Hoy How 
Huw Low Huw 


| 7 


k,’ . 





Muy Huy Huw 


Huy Loy How 


(12) 


Huw How Huw 


Huy Huy Hpu 
Hauv Hoy py 


Huw How pw 


(13) 
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Should only two of the quantities u,v, w, . . . vary, say u and », 
then we would have just as before instead of (11) : 


kee! = bpp + Mpu + Ue! + bye - *2 | 


0 = Mu a Huu . hy oh Luv . "2, | . ° ° . (11’) 
0 = Lov a Luv e Us’ — Lov e V,! 


Subtracting (11) from (11’) we find : 


hea! — Keg! = ppu(Ug’ — Ug’) + fpo(V2' — Vs’) — pow - Ws’ 
O = uu(Ug’ — Ug’) + fuo(V2" — V3!) — Huw . Ws! 
O = fuo(Ug’ — Us’) + fMoo(Y_ — V3") — Mow - Ws’ 


whence : 
Mpu Lp flpw 
iy A 
(k,' = ks’) 2 sin = We! Muu Luv Huw e (14) 
Luv [ov Low 
Equations (13) and (14) give by multiplication : 
Huu Luv uw Hpu Mpv Up |? 
4 A 
G,’ —— k,') 7 | Luv Moo Mou | = | Muu Mw uw (15) 
Huw How Low Luv Lov Low 





From (15) and (6) we conclude that 
k,! > ke’ 
and generally 
oo ae a 


This is one of Mr. Johnson’s theorems, but generalised, as it is 

not some of the factors a,b,c, . .. that are supposed to vary 

(as assumed by Mr. Johnson), but some of the parameters, 

u,v, w, . . . from which the factors depend, according to (1’). 
If we assume 


b= 4,¢c=Uv,6E=W,... 
a = fa(b, c,e, . . -3 p) I. + oe 


this being a special case of our general system (1’), we obtain 
Mr. Johnson’s special theorem, enunciated by him as follows: 
“the above (16) inequations are equivalent to the economic 
statement that ‘any increase of money tends less and less to 
diminish its marginal efficiency as the variety of factors upon 
which it is expended increases’ ”—(l.c. p. 510). “‘ Another 
elementary account can be given of the significance of the 
various k’ values ’’—so begins § 27 of Mr. Johnson’s writing. 











120 THE ECONOMIC JOURNAL [MARCH 


In our exposition this ‘‘ account” (again generalised) is 
presented as follows : 


Let Mili’, Vi, Wie, . « «) 
stand for the quadric : 


Matti’? + Quwui'vi® + 2uwui’wi +... 
+ moors’? + 2uwri'wii +... 
-t- MuowWi? -f- e /* * 


Inequalities (6) are then the well-known condition for gi > 0. 
Using the last three equations (11) we have : 


, , i , 
Hputls’ + fpods! + ppwws’ + P3(Ug's V's Ws’) = 0, 
and again, using the first equation : 
, , , , KK. 
ks’ = yp — Pg (g's V3’, Ws’) 5 


and, of course, generally : 


ki = pp — pila’, i’, wi, . . .) 
Should all the » — 1 quantities u,v,w, ... vary, we would 
have : 
kn-\' = pp — Pn-1(Un- 4’, Un—-1') Wn-1 » » «)3 
hence : 


ki’ —— Kn-1' = Pn-4(Un-1’, Un-1' Wn-1'; ae .) oe 
PAN WN, «spss « B) 
Now it is readily seen from the last three equations (11) that we 


have generally : 
_ 1 piu’, W', wi, . « -) 





— Mpu = Putts’ + fwd’ + pai’ +... = 4h aoe 
—— Huuttn - 1" ob HuvUn—1' =- HuwWn- 4" ob oce = 
‘ . , , 
} Opn—s(Um-1) Un-1'» Wn-1) + + +) oe 
6Un-1' > °9 
hence : 
, 
OPn— (Un—1') Un- 1) Wn-1) + + +) _ Opi(u', wv’, wi’, . « -) 
bUn-1’ Ou,’ 
OGn-3(Un-1', Un-1', Wn-1, - + -) __ Opi(ui’, W, Wi, . . .) 7° (19) 
6Un-4’ Ovi’ 


Now, according to well-known properties of quadrics, and 
using equations (19), we can write consecutively : 
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‘ 
Qn—4(Un-y'— Us’, Un—y'— Vi, Wn-y— Wi, . . .) = 
, , , 
Pn—y(Un-1 5 Un-y) Wn-1 + + +) 


Ota — (ta 2", Va~-s', Wana + +s 
+ oui’, vw’, wi, .. ui’ Opn~s{tin= 1» Ue Pataca SO a 
OUn-4 
ft OPn_y(Un_1’, Un-1 3 Wn_1', es .) 
— of es hee eS 
OUn-4 


= Pn_y(Un_y’, Un-y', Wn_-y, - » -) + gi(ur’, vw’, wi, . . 
us’ Opi(ui'’, vi’, Wi , “+ -) 
‘ us’ 


, OPi(Ui, Vi, Wi, . « .) 


ae 
; Ovi 
= Pn-(Un_y Un_1'» Wn-1'; fat ci a +- pu, vi, Wi’, eS i6 mi —_ 
Zpi(ui’, vi’, wi, .  «) 
= Yn_3(Un_y', Un_y’, Wn_y', « » -) — Pili, Vi, Wi, . . .). 


Comparing this with (18) we find : 
k/- Ken’ = Pn-1(Un-1 — Ui’, Un-1 — M%; Wn-y'— wi; eo an 
This is a generalisation of the result stated in § 28 of Mr. John- 


son’s article, and again we obtain Mr. Johnson’s special theorem 


if we assume (17). 
A. W. ZotTorr 





OFFICIAL PAPERS 


The Registrar-General’s Statistical Review of England and Wales 
for the Year 1921. (New Annual Series, No. 1.). Tables. 
Part I. Medical. (15s. 6d. net.) 


Tuts is the first instalment of a series which will hencefor- 
ward take the place of the Registrar-General’s Annual Review. 
In the new arrangement the tables will be divided as (1) Medical 
Statistics, (2) Civil Statistics. A third section, consisting of 
“ Text,” will no doubt appeal more to the economist than the 
statistics of diseases and deaths. Meantime it may be noticed 
that the death-rate for 1921, whether “ crude,” or “ standard- 
ised,”’ with respect to differences of age and sex at the compared 
periods, is the lowest on record. 


Sixty-seventh Annual Report of the Registrar-General for Scotland. 
1921. (10s. 103d. net.) 

Tue death-rate, 13-561 per 1000 of population, in 1921 was 

the lowest on record. The mortality of infants under one year 
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per 1000 births, viz. 90-3, was also a record. The deaths of 
twelve centenarians were registered; correctly in at least four 
cases, for which satisfactory evidence was forthcoming. Similar 
verification of ages above 100 has been obtained during the last 
twelve years. The marriage-rate (per thousand) in 1921, 8-04, 
was lower than those of 1920 and 1919, but higher than all the 
marriage-rates from 1855 to 1918. The birth-rate was not 
equally near forming a record. The ratio of males to females 
born, 104-9: 100, is not remarkable. 


Reports of the Industrial Fatique Research Board. No. 19. T'wo 
Contributions to the Study of Accident Causation. 1922. 
(1s. 74d. net.) 


TuE influence of temperature and other conditions on the 
frequency of industrial accidents has been investigated by Ethel 
Osborne, M.Sc., and H. M. Vernon, M.D.; the relation of fatigue 
and accuracy to speed and duration of work, by B. Muscio. 
The Board prefix a luminous summary of these and previous 
investigations. Besides the main factors of speed, fatigue, and 
psychical conditions (different, e.g., by day and late at night), 
account may have to be taken of personal susceptibility to 
accidents, of inexperience correlated with youth, of indulgence 
in alcoholic beverages, of imperfect lighting, and too high or too 
low temperature. The value of the Preface is enhanced by 
many useful references. 


Report on the Commercial, Industrial and Economic Situation of 
China in July 1922. (1s. 103d. net.) 


Fioops, famine, and civil war made 1921 a bad year for 
China. Her only two sources of revenue are Maritime Customs 
and Salt Gabelle, both under foreign control. The depreciation 
of the copper currency is scandalous. However, modern in- 
dustries are coming in; there is a good show of new under- 
takings. Work-people are being better treated; and their 
strikes are not yet serious. The revised tariff on imports, amount- 
ing to 124 per cent., will be welcome, if it is attended with the 
abolition of the internal tax, ‘“ Likin.” The protective tariff 
is not an unmixed advantage to the English trader, who is also 
threatened by the revival of German trade. 

[We are asked to mention that copies of the above Reports may be obtained 


at the prices quoted, post free, from H.M. Stationery Office, Imperial House, 
Kingsway, W.C. 2.] 
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OBITUARY 


Sir Cuarvues Loci 


CHARLES STEWART Locu was barely twenty-six when he 
was appointed Secretary of the Society for the Organisation of 
Charitable Relief and the Repression of Mendicity in 1875. 
Educated at Glenalmond and Balliol, he had previously served 
for two years on the Islington district committee of this Society 
while holding the post of Clerk to the Royal College of Surgeons. 
His marriage in 1876 to Miss Sophia Peters, one of Miss Octavia 
Hill’s band of helpers, was a very happy one, giving him to the 
end of his life the support of perfect sympathy and devotion to 
the same ideals. 

The unity of purpose and the beautiful simplicity of his 
home life were sources of great moral strength both to himself 
and to those who came in contact with him. The temptations 
of Vanity Fair had no power over him. Again he owed much 
to some of the men and women with whom he was most per- 
manently associated. Throughout the nearly forty years that 
he was the official target of the C.0.8., to whom cheques were 
to be paid and against whom libel actions were to be directed, 
there must have been few members of the Administrative Com- 
mittee of whom he could not have said, as of one of his colleagues, 
“ He had the distinction of a gentleman, which I take to be an 
instinctive power of detecting the false and untrue, coupled with 
a large sympathy for all sorts and conditions of men... . All 
the trafficking of modern philanthropy he hated—the bazaars, 
the balls, the parade, and the worldliness and all that sale of 
merchandise in God’s temple of charity that may make it hardly 
better than a den of thieves.”’ He would not have had so firm 
a faith in the strength which can be imparted to one man by 
another from the charity of his soul, had he not himself been 
deeply conscious of how much he drew from others. 

The first ‘‘ Object ” of the Charity Organisation Society was 
“The Improvement of the Condition of the Poor.” The detec- 
tion of fraud which bulked so largely in the public conception 
of its energies was in fact but a small part of its activities. The 
begging-letter-writer whose letters are sent by the recipients 
to a central office generally convicts himself, and the street 
beggar when visited by the committee member or agent in the 
district in which he has domiciled himself is quickly found out 
if an impostor. Mr. Loch’s work was largely educative and 
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aimed at persuading workers and societies of all denominations, 
engaged in relief work, to join together in districts coincident 
with parishes or poor law divisions, and by joint consultation 
in committee to discover the right method of relieving each case 
of distress, making the independence and self-support of the 
man or woman relieved the main objects pursued and promoted. 
Eight years after his appointment there was a minute of the 
Administrative Committee to the effect that Mr. Loch must be 
considered a volunteer worker, for his services were worth to 
the Society at least a thousand a year in addition to what they 
were able to pay him. 

The relation of Charles Loch to his Society was frequently 
misapprehended. ‘I have to ask you,” he once wrote, “in no 
way to dissociate me from the Society, as you have done in the 
paragraph I have quoted. The question at issue does not concern 
myself personally, but the Society whose officer I am, and whose 
views I share; and it is on their behalf I write.””’ The government 
of the Society was democratic, the Council consisting of the Chair- 
men of the district committees, the honorary secretaries and two 
ordinary members from each committee, with the addition of 
representatives of various special relief organisations and certain 
members co-opted by the Council. The Administrative Com- 
mittee were elected by the Council from their midst by voting 
papers after due notice of nomination. That their Secretary, 
who was neither a diplomatist nor a wire-puller, could work in 
such harmony with his Society as to give some outsiders the 
impression that he “ran” it, was due to his unswerving faith 
that “ organisation must be founded on common convictions; 
with it there must be a full and fair recognition of differences, 
in so far as these are the sign of endeavours after progress, and 
not the indication of lapses to a lower ideal of charity and poorer 
methods of work.” And again—‘‘ Organisation is a spiritual 
thing. It is the union of those who have common hopes and 
convictions.” 

“The C.O.8S. is widely disliked and universally trusted,” 
said the Oxford Magazine when the University conferred the 
D.C.L. on its former alumnus. As time went on there were 
several who believed that by dropping the word Charity the 
Society would relieve itself of the odium of its association with 
condescending almsgiving. In a paper read to a Clergy Guild 
in defence of political economy, Loch asks, ‘“‘ What is Christian 
charity? The mood of the Christian, the habit of mind of 
Christ—that which is not one of the virtues but the completion 
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of them—that in which their apparent differences are harmon- 
ised, the mood in which the sufficiency of love, and therefore 
peace, is dominant. This mood becoming habitual is the Christian 
life. . . . The habit of mind which is ‘ charity’ produces the 
judgment which is charitable; and that uses any method that 
is at hand to fulfil its purpose.” And in his survey of Charity 
and Charities in the Encyclopedia Britannica he maintains that 
“ Relief is not an essential part of charity or charitable work. 
It is one of many means at its disposal. If the world were so 
poor that no one could make a gift, or so wealthy that no one 
needed it—the charity of life and deeds would remain.” And 
elsewhere, ‘‘ For where honour and simplicity are we live by 
love in part proceeding from us, in part reflected in us.’ When 
the title of the Society was changed in 1910 it became The 
Society for Organising Charity and Improving the Condition of 
the Poor. 

When Charles Booth began his campaign for Universal Old 
Age Pensions he approached the problem from the statistical 
side, and his opponents, of whom Charles Loch was the leader, 
were necessarily forced to use the same weapons. From 1892 
to 1908 he served almost continuously on the Council of the Royal 
Statistical Society, five times as Vice-President, being chosen in 
the first instance by the President, Charles Booth. From 1893 
to 1895 they both served on the Royal Commission on Aged 
Poor, and were again colleagues on the Royal Commission on the 
Poor Laws appointed in 1905. For the Majority Report of that 
Commission, which terminated its arduous labours in 1909, 
Charles Loch was largely responsible ; ill-health compelled Charles 
Booth to resign early in 1908. There can be no question that 
the community gained greatly by this elimination of political 
partisanship and by this signal example of the advantages gained 
by co-operation in friendly and unrelenting mutual criticism 
between two men “‘ united by common hopes and convictions.” 

From 1892 to 1913 we find Charles Loch working in three 
directions. Three addresses to his Council, printed in the 
Charity Organisation Review, should be studied by all who care 
to know what his Society aimed at doing, and in what degree 
it had succeeded and failed. The first deals with The Objects 
and Finance of the C.O.S. [C.O.R. March 1899]; the second 
with The Development of Charity Organisation [C.0.R. February 
1904]; the third with The Future of Local Charity Organisation 
[C.O.R. December 1907]. ‘‘ If you hear unpalatable opinions, or 
too vigorous self-criticisms, or proposals you may think wild 
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. clip off, as it may suit each of you, what parts you will 
from the opinions, the criticisms and the proposals. Only I 
ask—don’t turn aside and bury what I say as a dead thing.” 
This in 1904; and in 1907—“‘ There must be a spirit that moves 
us always to the future and always onward. What we have 
gained we have only a right to keep on the pledge that we go 
forward.” Concurrently with these efforts amongst his own 
“‘ masters,” nearly every year we find in the Review addresses 
given to all kinds of associations or groups, full of practical 
suggestions, and stimulating everywhere the belief in the need 
of careful study of economics and sociology, which took effect 
in various towns in the establishment of schools for students 
training for social work. And from first to last he is to be found 
searching for ways of co-operating with the authorities created 
by law. As in the very earliest days the most capable members 
of the Society were urged to stand for election on Boards of 
Guardians, so in 1912 we find him addressing the Twenty-first 
Annual Conference of Charity Organisation and Kindred Societies, 
held at Manchester, on The Place of Voluntary Workers under 
Modern Social Legislation. ‘‘I take it for granted that when a 
law has been passed, we all recognise it as our duty to help 
forward its administration in every way” [C.O.R. July 1912]. 
At the next Conference, held at Winchester, which proved to be 
the last occasion on which he addressed a public audience, his 
subject was The Spirit of Enterprise. ‘‘ Let them then persevere, 
remembering that the only thing they need fear was funk.” 
“ Dr. C. S. Loch said that he did not claim a large share of the 
work done; those whom he was addressing had done it. He 
had merely spent his life as he desired to spend it” [C.O.R. 
June 1913}. 

Struck down by illness in June 1913, his resignation of the 
post he had held for thirty-eight years had to be accepted in 
October 1914. To the urgent request of the Council that he 
would accept a pension he replied, declining it—‘‘ I always knew 
that no pension of any kind was attached to my post, but had 
there been any need I would have accepted gratefully what the 
Council so thoughtfully and graciously offer.’ The assurance 
given by Dr. Bernard Bosanquet to the Council, that there was 
every prospect of a happy and pleasant evening of life for his 
old friend, whom he had known since their Oxford days, proved 
fully justified. In 1915 the honour of knighthood was conferred 
on him. He died on the 23rd January, 1923. 

CiuaRA KE. COoLLet 
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GEoRGE ARMITAGE-SMITH 


THE Royal Economic Society has lost a useful and distin- 
guished member. Armitage-Smith, who died last January at the 
age of seventy-nine, had for many years attended to the business 
of the Society as member of its Council. He figured in the 
Economic JOURNAL both as reviewer and reviewed. He was 
among the founders of our Society. This statement would not 
at once be verified by one who might consult the list of original 
members given in the first number of the Economic JouRNAL. 
For the name appears there as Smith, followed by Armitage as 
a Christian name. Such was the original relation of the names. 
“ Armitage,’ subsequently incorporated in the surname, was 
the name of a near relation who adopted and educated the young 
Armitage-Smith. 

The world owes something to this Mr. Armitage if, as we 
have heard, it was through his influence and example that the 
future economist was inspired with an invincible love of learning. 
Armitage Smith, as the name should be written with reference 
to his earlier years, completed his education at University College, 
London; and took the degrees of B.A. and M.A. in the London 
University. Later he obtained the distinction of Doctor of 
Letters in that University. The work which he first took up 
was under a Department of the public service. The routine 
of this occupation was not to his taste, and, after some years of 
office work, he was glad to sever his connection with the Depart- 
ment and to devote himself to teaching. He was connected 
with the University Extension Movement, and with the Birk- 
beck College, of which he became Principal in 1898. He taught 
—with singular lucidity, as we have heard and can well believe— 
several branches of mental and moral science. But his special 
interest was in Political Economy. We may conjecture that his 
friendship with Jevons was not without influence in giving this 
direction to his talents. 

As an economist Armitage-Smith walked in the way of 
the classical authorities. It would be difficult to say whether 
he detested Protection or Socialism more heartily. He under- 
took a congenial task when he became the defender of Free 
Trade in the book entitled The Free Trade Movement and its 
Results (1898). The work is an important contribution to 
controversial literature. It has been highly praised in the 
Economic JouRNAL by one who will not be suspected of bias in 
favour of a free-trader, Mr. L. L. Price. While hinting that the 
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author is “ stiffly orthodox,’ the very competent critic yet 
attributes to him ‘ sober judgment” and a “scientific spirit 
of inquiry and explanation.” Similarly high praise is bestowed 
(in the Economic JouRNAL, 1906) by another high authority, 
Professor Bastable, on another of Armitage-Smith’s works, The 
Principles and Methods of Taxation. The work, which is now 
in its seventh edition, deserves the popularity which it enjoys 
as a concise and logical statement of leading facts and principles. 
We should mention also the little book entitled The Citizen 
of England, his Rights and Duties. 

Armitage-Smith was fortunate in domestic life. A happy 
marriage was crowned by a “golden wedding.” Parental pride 
was gratified by the distinguished career of a son, a high 
Treasury official and the historian of John of Gaunt. 





CuRRENT TOPICS 


Tue following have been elected to fellowship of the Royal 
Economic Society :— 


Allen, G. C. Cornwall, E. Haddow, H. P. 
Allen, G. T. H. Cottrell, Lt.-Col. R. Hagger, S. W. 
Amos, H. F., DB.O. Hardingham, B. G. 
Angell, A. E. Curtis, A. J. Harrod, R. F. 
Ashworth, W. Daniel, W. J. Hart, H. McB. 
Atkin, R. K. Das, R. 8S. Harvey, W. L. T. 
Babington Smith, Din Khan, M. N. Hill, A. B. 

Sir H., G.B.E., Drysdale, G. R. Holden, O. F. 

K.C.B. Evans, G. E. Holgate, H. C. F. 
Belknap, Prof.W.B. Evans, I. L. Hood, F. C. 
Bertenshaw, E. S. Everton, W. Hornsby, B. 
Birnie, A. Felix, E. H. Howell, W. J. 
Brainerd, Cephas Fining, J. N. Hurd, W. B. 

IV. Foucar, A. F. E., Jackson, W. 
Brunton, J. O.B.E. Jacobs, J. C. M. 
Buchanan, R. O. Frame, Prof. H.C. James, F. C. 
Burns, A. R. George, C. O. Johnston, A. G. 
Bush, B. George, P. Jones, H. H. 
Butler, Miss C. V. Gleave, S. Kearon, G. W. 
Carrothers, Prof. Goodhue, H. E. Keld, A. 

W. A. Gowin, E. B. Kilborn, R. D. 


Chopra, B. N. Greenwood, F.W. Knopf, Alfred A. 
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Law, W. W. Ohdaira, Kensaku. Smith, Rennie. 
Lawton, W. L. Oughton, Miss O.T. Starbuck, W. D. L. 
Lee, F. E. Patil, V. N. Suga, S. 
Lees, G. T. Patterson, E. J. Sykes, J. 
Lenton, F. E. Pease, J. B. Taylor, E. M. 
Lever, E. A. Peel, H. Teniswood, W. V. 
Lewis, Sir Alfred E. Plummer, A. Thomas, W. R. 
Lewis, Prof. A. E. Rai, Prof. Amrit. Twine, H. D. 
Lloyd, D. Willson. Ranshaw, G. S. Wakamatsu, Torao. 
McClelland, H. Ransom, H. J. A. Wang, Prof. S. C., 
McElligott, J. J. Read, W. R. LL.D. 
Mallik, A. N. Richard-Jones, E.T. Watson, H. 
Mason, H. Richards, R. D. Watson, W. 
Matsuyama, Shin- Riddell, T. C. White, A. 

jiro. Ross, J. Whiting, H. E. 
Miles, J. Roy, Narendra N. Whyte, W. H. 
Milne, J. L. Ryley, S. C., J.P. Wild, P. 
Mitchell, G. A. St. Clair, O. Williams, A. 
Mitrany, D. Seymour, H. T. Williams, Mrs. G. 
Mitroff, B. Shammah, A. J. Winter, E. C. 
Moffat, Prof. J. E. Shawyer, A. F. Wise, H. L. 
Murata, K. Sheffer, H. Wright, W. G. 
Naish, D. E. Shields, Rev. A. L. J. Young, C. V. 
Nayudu, P. E. Simonds, A. T. Youssef, M. A. 
Newbon, J. L. Slade, Mrs. A. J. 

The following have compounded for life membership :— 
Belknap, Prof. W. B. Moffat, Prof. J. E. 
Buchanan, R. O. Monroe, J. H. 
Carr-Saunders, A. M. Otsuka, Kinnosuke. 

Dicksee, Prof. L. R. Rai, Prof. Amrit. 
Greenwood, F. W. Sheffer, H. 
Knight, Prof. F. H. Smith, Rennie. 


Minty, L. Le M. 


The following have been admitted to library membership :— 
Athenaeum Club; Banque de France; Bowdoin College Library, 
U.S.A.; Emory University, U.S.A.; Facultad de Ciencias 
Economicas, Buenos Aires; Federal Reserve Board, Washington ; 
Grand Rapids Public Library, U.S.A.; Institute of Economics, 
Washington; James Jerome Hill Reference Library, U.S.A.; 
K. Socialstyrelsens Bibliotek, Stockholm; Lewis’s Departmental 
Library, University of Manchester; National Bureau of Economic 
Research, New York; New York University; Saskatchewan 
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University Library, Canada; School of Higher Commercial Studies 
of Montreal; Sheffield Public Libraries; Statistical Department, 
Cairo; Transvaal University College, Pretoria ; Trivandrum Public 
Library ; United States Department of Agriculture, Washington ; 
University College, Exeter; University of Pittsburgh; Workers’ 
Educational Association Club, Sydney. 





Tue end of the last of the Private Note Issues of England 
cannot be allowed to pass without a brief obituary in the Economic 
JouRNAL. In 1844 there were 205 private banking firms with 
an authorised issue of £5,153,417, and 72 joint-stock banks with 
an authorised issue of £3,478,230. With the recent amalgama- 
tions the last of these have now disappeared, and a new Order 
in Council has authorised the final addition to the fiduciary issue 
of the Bank of England under the Act of 1844. Since under this 
Act the Bank of England enjoys the right to add two-thirds of 
the lapsed issues to its own fiduciary circulation, the amount of 
the latter can be raised from its original figure of £14,000,000 to 
£19,754,431. Previous Orders in Council having raised it by 
successive stages to £18,450,000, it has now been fixed by an 
addition of £1,300,000 at the round figure of £19,750,000. The 
Bank has already taken advantage of its new powers, but the 
additional notes issued under them (£1,300,000) have been 
immediately transferred out of the Reserve of the Bank into the 
Currency Note Reserve. 





The following is a list of the banks which have allowed their 
issues to lapse since 1903, all but three owing to amalgamations :— 


£ £ 

Cambridge and etter Whitehaven ... «os S1,016 

shire 49,916 North and South Wales --- 63,951 
Bradford Commercial . 20,084 York City and County --- 94,695 
Bacon, Cobbold & Co. ... 27,689 Jones, (David) & Co. oo. 92,945 
Sheffield Banking Co. .. 35,843 Stuckey’ ress -.- 356,976 
Hedges, Wells & Co. ... 17,064 Bradford Banking Co. «- 49,292 
Hammond & Co. ... ... 23,098 Davies, Banks & Co. ; 26,050 
Berwick, Lechmere & Co. ... 87,448 Halifax and Huddersfield 
Leatham, Tew & Co. 46,158 Union : ave, Marka 
WwW akefield and Barnsley Carlisle and Cumberland «ss. 25,610 

Union ee 14,604 Peacock, Wilson & Co. ove §©=— 4 OG 
Sheffield and ‘Rotherham ge 52,496 Lincoln and Lindsey renting: 
Stamford, Spalding and Bos- Co. .. 61,620 

ton Banking Co. ... , 55,721 Simmonds & Co. so §=—- BAO 
Lancaster Banking Co. --» 64,311 Sheffield and Hallamshire -. 23,524 
Wilts and Dorset... -. 76,162 Gillett & Co. (Banbury) ... 43,457 
Harris, Bulteel & Co. - 27,321 Gillett & Co. (Oxfordshire, 
Barnard (Thomas) & Co. ... 34,218 Witney) ... Rae 11,852 
Bank of Whitehaven bes 32,681 Beckett & Co. (York) --- 63,392 
Nottingham and Notts ... 29,470 Beckett & Co. (Leeds) «es 130,757 
West Yorks ee Co. ... 18,534 Tubb & Co. ae ssc | ©=— OO 


Halifax Commercial.. «13,733 Fox, Fowler & Co. ... eee 6,528 
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Our contemporary, the Economic Review, has anticipated 
an intention of our own by their reprint of Professor Seligman’s 
important observations on The Allied Debis, which appeared 
in the New York Times of November 5, 1922. There is now 
accessible to English readers this ‘‘ constructive criticism of 
Secretary Hoover’s views,” as it is described in a secondary 
title. The criticism is aimed principally at three points: the 
character of the obligations, the ability of the debtors to pay, 
the advantage to the creditors of an early settlement. Under 
the first head it is shown that ‘‘ most of the money was loaned 
and the proceeds used to carry on a joint enterprise during a 
time when our (the United States’) aid in the shape of actual 
combatants was insignificant.’’ It is added: ‘‘ We are the one 
nation in the world which has profited by the war.’ Secondly, 
the debtors cannot pay now, and will not be able to pay within 
any assignable time. And even if the debt could be paid, “ it 
would harm us more than our debtors. . . . Let us not with one 
stone kill two birds, each of which we should seek to keep alive— 
the one, the hope of European regeneration in the interests of a 
broad humanity, the other our own prosperity.” 





Tue Prime Minister has appointed a Tribunal of Investiga- 
tion into the agricultural problem, consisting of the following 
economists :— 

Sir William Ashley, Professor of Commerce and Vice-Principal 
of the University of Birmingham. 

Professor W. G. S. Adams, Gladstone Professor of Political 
Theory and Institutions, Oxford. 

Professor D. H. Macgregor, Drummond Professor of Political 
Economy, Oxford. 

Mr. C. S. Orwin, Director of the Institute for Research in 
Agricultural Economics at Oxford, has been appointed agricultural 
assessor to the tribunal, and Mr. D. B. Toye, of the Ministry of 
Agriculture and Fisheries, secretary. 





THE London and Cambridge Economic Service, which is con- 
tinuing in a revised and more elaborate form the “‘ Barometer of 
Economic Conditions ” which appeared last year in the Manchester 
Guardian Reconstruction Supplements, has now issued two monthly 
bulletins and two supplements, containing French, German and 
Italian statistical data. The first included a study of the Index 
Numbers covering the period 1919-22, the second an article on 
the Distribution of Exports in 1922 from the United Kingdom, 


in addition to statistical tables and charts relating to Finance, 
K 2 
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and Exchanges, Prices, Wages, Trade and Output, Transport 
and Employment. The bulletins also contain a review of the 
general business position, in which are discussed the existing 
conditions and immediate future of trade. An interesting feature 
in the next supplement will be a special study prepared by 
Dr. T. E. Gregory on Tariff Changes in Relation to British Trade. 

Other special studies which will, it is hoped, appear every six 
months, are Visible Stocks of Commodities, by Mr. J. M. Keynes, 
assisted by Mr. R. B. Lewis, and Harvest Results and Prospects, 
by Sir William Beveridge and Mr. R. B. Forrester. Arrangements 
are also being made to publish special memoranda dealing with— 
amongst other subjects— 

Seasonal Movements in Finance, Trade and Production; the 
Time-Relation between British and American Trade Movements ; 
the Coal Trade; the Iron and Steel Trade; Shipping and the 
Cotton Trade. 

The service is issued in the first instance to subscribers only, 
but is available after an interval of time in certain libraries. 
Particulars can be obtained from the Secretary, London and 
Cambridge Economic Service, Houghton Street, Aldwych, W.C.2. 





For Section F of the British Association, which meets this 
year at Liverpool, September 12, the following are the provisional 
arrangements. The President of the Section, Sir William 
Beveridge, will deal with questions relating to Unemployment 
and Population. The Section will hold joint discussions, (1) with 
Section M (Agriculture) on the present position and prospects of 
British Agriculture; (2) with Section I (Psychology) on the 
psychological assumptions of economic theory. The readers of 
Papers, with their subjects, will be as follows :—Professor A. Clay, 
The Future Level of Real Wages ; Mr. J. J. Clark, Retrocessing of 
Slum-Dwellers ; Professor F. Y. Edgeworth, Women’s Wages in 
Relation to Economic Welfare ; Mr. Sargant Florence, Industrial 
Fatigue ; Mr. H. D. Henderson, Stabilisation of Prices. Professor 
H. M. Hallsworth will deal with some problems connected with 
Unemployment Insurance. Also a Paper on the present position 
of British Railways may be hoped for. 


THE Council of the Royal Statistical Society will, in November, 
1923, award the Frances Wood Memorial Prize, value £30. The 
Prize will be awarded for the best investigation of any problem 
dealing with the economic or social conditions of the wage-earning 
classes. The subject is to be chosen by the competitor and must 
be treated on statistical lines. Those eligible to compete are :— 
(1) All undergraduates or graduates of not more than three 
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years’ standing of Universities in the United Kingdom. (2) Non- 
graduate students who have attended a tutorial class of the 
Workers’ Educational Association for at least two years, during 
the four years preceding the award. (3) Students who have 
resided, and followed a course of study for at least one year, at 
Ruskin College, in the four years preceding the award. (4) Such 
other candidates as the Council in their discretion may admit. 
Theses submitted or intended to be submitted as university 
exercises, and also published papers, are admissible. Essays 
(which must be either printed or typed, and accompanied by 
copies of all statistical tabulations) must be sent to the Honorary 
Secretaries of the Royal Statistical Society, 9, Adelphi Terrace, 
W.C. 2, not later than Ist July, 1923. 





THE issues of the Economic JournaL for December, 1915, 
March, 1917, March, 1918, March, 1919, and March, 1920, are 
now out of print. As a few additional copies are required for 
the purpose of completing sets, the Secretary of the Royal 
Economic Society would be much obliged if any Fellows who can 
spare their copies of these issues would return them to the 
Assistant Secretary, Mr. 8. J. Buttress, 6, Humberstone Road, 
Cambridge. A payment of 5s. will be made for each copy so 
returned. 





Tue American Institute of Accountants Foundation offers 
prizes for the best papers upon the following subject : 

The principles which should govern the determination of 
capital and the amounts available for distribution of 
dividends in the case of corporations, with special reference 
to the system of capital stocks without a par value. 

While it is contemplated that the winning paper will discuss 
adequately the various aspects of the question—legal, account- 
ing, economic and financial—the jury will be empowered to 
make awards to papers in which any one phase of the question 
is in their judgment particularly well covered. 

The amount of the prizes will be in the discretion of the 
jurors, subject to the provision that the first prize shall not be 
less than $1,000 nor more than $2,500, and that other prizes 
shall not be less than $250 nor more than $750. The competition 
is open without restriction. 

Full particulars may be obtained from A. P. Richardson, 
secretary of the American Institute of Accountants Foundation, 
135 Cedar Street, New York. Papers must be submitted not 
later than October 1, 1923. 














RECENT PERIODICALS AND NEW BOOKS 


Contemporary Review. 


DreceMBER, 1922. France’s fight against her Falling Birth-rate. 
Epitu Seiuers. Deep is the fear of being outnumbered by 
a prolific enemy, and many are the provisions, national and 
local, for stimulating the birth-rate. 


Nineteenth Century. 
DeceMBER, 1922. The Way to Agricultural Success. O. TURNOR. 


Fortnightly Review. 


DECEMBER, 1922. The Money Mirage and a Levy on Capital. J. 
Exitis Barker. Labour and Agriculture: a Political Pro- 
gramme. S. L. Bensusan. Unemployment. Coronet D. C. 
McLagan, DS.O. 


Manchester Guardian Commercial. 


Reconstruction in Europe. 


Section IX., On The Labour Problems of Europe, includes an article by 
Mr. Philip Snowden arguing that British Labour is not Socialist in the 
Continental sense, will not try to overthrow the capitalist system by a 
violent revolution. French, German and International labour movements 
are discussed by various experts. Mr. John Hilton institutes a com- 
parison between real wages in Great Britain and certain other countries, 
Roughly, real wages in Great Britain, France and Germany last spring 
were in the ratios 1: 3:4. The figure for the United States is above 14. 
Mr. J. H. Richardson compares real wages in Europe to-day with those 
of 1914. There is evidenced reduction of inequality in remuneration as 
between skilled and unskilled, men and women. 

Section X., The United States and Europe, discusses thorny questions con- 
nected with war debts and the immigration from Europe into America. 

Section XI. Discussing under the head of ‘‘ Devaluation” the proposal 
to restore much-depreciated currencies to their old parity, Mr. 
Keynes points out that the proposal involves an aggravation of internal 
debt. The level of the franc, e. g. will be determined by the proportion 
of his earned income which the Frenchman will permit to be taken from 
him by taxation to pay the rentier. Czechoslovakia tried devaluation 
with bad results. Professor Irving Fisher shows that deflation, by shifting 
the burden of debt, may do more harm than good; justice to surviving 
pre-war creditors, but grave injustice to the much larger number of war- 
time and post-war debtors. Prof. Pigou explains the mechanism of 
international trade as depending on the “real ratio of international ex- 
change ’’—the rise or fall in the value of imports in general in terms of 
exports in general; a conception capable of being apprehended by way 
of weighted averages. He considers the effect of customs duties; and 
argues that the United States has the power by taxing imports to turn 
the real ratio of international exchange in her favour, and so to make 
the foreigner, besides paying his debts to her, also contribute substantially 
towards her tax revenue. European Banking forms a second section, 
to which contributions are made by experts representing the principal 
countries. There is, thirdly, an Architectural History of the Bank of 
England, illustrated by photographs. 
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Section XII. The concluding section deals with ‘‘the state of opinion in 
Europe,” the prospects of peace. Mr. Keynes sees no hope for the 
future unless the two principles of Pacificism and Population are adopted. 
(I) The first prescribes (a) that we should be before, not behind others 
in our willingness to disarm; (b) that we should not use force to prevent 
secession from the Empire; (c) that we should hold to free trade. (II) 
The problems discussed in the sixth Section must be faced. Socialists 
should look to final effects on the proportion between numbers and 
resources. Other experts testify as to the mentality of their particular 
countries and the general situation. The Queen of Rumania contributes 
a beautiful expression of wish for closer ties between her country and 
England. Professor W. H. Wells (once an Englishman, now a naturalised 
German) inveighs bitterly against the “ betrayal’? committed at Versailles. 
“It has become an inconvertible proof that ‘ Machtpolitik’ is after all 
‘the only wear.’”’ ‘‘ One day the Allies may be confronted—like Germany 
at Versailles—with results.’”” Mr. G. Lowes Dickinson affirms “ the plain 
fact that if States (all States) would disarm . . . completely there would 
not and could not be a war... .” ‘‘ Why then do the States not dis- 
arm?” Mainly through covetousness; as in the late war “the French 
wanted Alsace-Lorraine, the Russians wanted Constantinople . .. the 
British wanted anything they could conveniently pick up.” 


The Irish Economist (Dublin). 


JANUARY, 1923. The Philosopher in Trade. Paut Greaan. Among 
some general reflections there occurs the fact that cold-stored 
eggs are often sold in Ireland as fresh eggs at 50 per cent. above 
their true price. Co-operation in France. CHARLES GIDE. 
Successful during the war, the co-operative movement is now 
threatened with loss of some of its virtues in the attempt to 
gain the masses. Fundamental Economics for Irishmen. M. 
ALEXANDER and A. THompson. The re-establishment of the 
home market is Mr. Alexander’s leading idea. Mr. Thompson 
considers the ‘‘ Douglas”? scheme, and finds it an “‘ eminently 
sane scheme promising most desirable results.” Protection for 
Irish Industries. JOSEPH JOHNSTON. Protection is bad; but 
so are other impediments to trade, e.g. deficient arrangements 
for the export of Irish produce. 

There are also articles on the co-operative movements in 
Russia and in Italy. 


International Labour Review (Geneva). 

DecEeMBER, 1922. The Fourth International Conference. A summary 
of the proceedings of the Conference held at Geneva, 1922. The 
Strike in the Gold Mines of South Africa. CoopER Kry. A 
description of the strike which lasted from January to March, 
1922. The Consumers’ Co-operative Movement in the United States. 
FLORENCE E. PARKER. 


International Labour Review (Geneva). 
JANUARY, 1923. Vocational Education in Stockholm. NILE 
FREDERIKSSON. Co-operation in Russia before the War. Pror. 
V. TOTOMIANTZ. 


Quarterly Journal of Economics (Cambridge, Mass.). 
NovemBer, 1922. The Tariff Act of 1922. F. W. Taussia. The 
great evil of Protectionist legislation, the disturbance of industry 
by frequent changes, is not avoided by the last Tariff Act, which 
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will provoke reaction by its anomalies; e.g. toys taxed at the 
rate of 70 per cent.; dice at only 50 per cent. The vain idea 
of ‘‘ equalising costs of production ”’ is fruitful of inconsistencies. 
The Textile Schedules in the Tariff of 1922. ArtHur H. Coz. 
The Foreign Exchanges. A. C. Piagov. An improved state- 
ment of theory, showing that “‘ purchasing power parity ’’ does 
not exactly indicate exchange equilibrium, owing to the imper- 
fection of index-numbers and the existence of non-exportable 
commodities. The British Building Guilds. Cart S. JosLyn. 
The constitution of the Guilds—described fully—works well; 
“continuous pay” has not produced malingering, discipline is 
not wanting. “‘ The evidence is overwhelming that the efficiency 
of Guild labour is much superior to that of labour employed by 
the average private builder,” whether we consider economy or 
quality. But the Guilds had the advantage of an urgent de- 
mand for houses after the war. The building industry in England, 
not stimulated by foreign competition, has not a high standard 
of efficiency. We cannot infer the success of a nation-wide 
Guild organisation. The abandonment of supply-and-demand 
as the determinants of value presents great difficulties. Com- 
munism among the Mormons. HAMILTON GARDNER. According 
to a scheme instituted by Joseph Smith and his immediate 
followers, Mormons were to act as “stewards” of property 
transferred to the Church. The plan, however, lay dormant, 
till in 1873 Brigham Young revived Communism in a different 
form. It soon collapsed; perhaps owing to its too sudden 
introduction. 





The Journal of Political Economy (Chicago). 


DECEMBER, 1922. British Aspects of Unemployment. D. H. Maccrecor. 
The light of British experience is thrown abundantly on four 
features: (1) Insurance, whether on the lines of the 1920 Act, or 
more in accordance with that ‘‘ industrial idea’’ which underlies 
the Whitley Councils and the Guild movement; (2) Labour Ex- 
changes, which, rightly understood and supplemented, will not 
prove a failure; (3) the proposal that public authorities should 
so distribute their work in time as to counteract depression— 
not so simple a plan as it seems; (4) arrangements for the training 
and maintenance of surplus labour. 

English Agriculture since 1914. H. Reoainatp LENNARD. 
Capitalisation of Railroad Surplus. H. F. Cuark. Dumping in 
International Trade. JAacoB VINES. 


The American Economic Review (Cambridge, Mass.). 


DECEMBER, 1922. Economic Philosophy of Co-operation. E. G. 
Nourse. Unique Situation in Economic Theory. O. FRED 
Boucke. What with marginalism and utilitarianism, the aban- 
donment of sensationalism and consequent break with statics 
and catallactics, “‘ we are on the eve of great events in economic 
theory.” Public Utility Valuation. S. D. SourHwortu. The 
Course in Elementary Economics. JOHN IsE. 

The teaching of the elements should not come first. 
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Journal des Economistes (Paris). 


NovEMBER, 1922. L’incapacité de la Russie Bolchevick. YvEs 
Guyot. Les idées économiques d’Antonio Serra. G. ARIAS. 
Serra’s treatise, published in 1613, is said to have inaugurated 
the method of observing economic facts. 

DECEMBER. Observations fiscales. Yves Guyot. Le privilége du 
trésor sur les immeubles. F. Jaca. 


Revue d’Economie Politique (Paris). 


NoOvEMBER—DECEMBER, 1922. Les finances locales en Alsace et en 
Lorraine. W. Ovauip. Les précurseurs de économie monétaire 
en Italie. G. Artas. Davanzati in 1588 divined the “ quantity ” 
theory of money. Montanari anticipated modern theories of 
value. Le Guild Socialisme dans Vindustrie anglaise du batiment. 
A. Puiuire. Les théoriciens de langue allemande de la co-opération. 
TOTOMIANTZ. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


NOVEMBER, 1922. Ricardo und Cassel. E. Luxas. Of the two 
similar methods Cassel’s is the more useful. Die Ursachen des 
Geburtenriickganges. J. MULLER. 

DECEMBER. Zur Grundlegung der Wirtschaftswissenschaft. L. 
STEPHINGER. 


Weltwirtschaftliches Archiv (Jena). 


NovEMBER, 1922. Naturrecht und Humanitdt in der Weltpolitik. 
Pror. E. Troettscu. Da Wirtschaftliche Bedeutung des Serien- 
schiffes. On the production of ships of a standard type in 
great numbers. Der Komprador. A study in Chinese domestic 
trade. Zum ersten Kolonisations versuch. Frankreich in Kanada 
(1540-1543). 


Zeitschrift fiir Volkswirtschaft und Sozial-politik (Vienna). 


Banp II, Heft 7-9. Die Grundlagen der Lohnbestimmung. VERRIIJN 
Stuart. Finanz-politik der Nachfolgestaaten der dsterreichisch— 
Ungarischen Monarchie. Dr. PauL GRUNWALD-EHREN. On the 
finances of some new States. 


Viertel-Jahrschrift fiir Sozial und Wirtschaftgeschichte (Berlin). 


Banp VI, Heft 3, 4. Prekarie und Benefizium. H. GRUNFELDER. 
On certain legal terms and conceptions. Die Fdrberei in Deutsch- 
land bis zum Jahre 1300. H. Vouretini. Die geschichiliche 
Entwicklung der Sonntagruhe. P. E. Braun. An interesting 
history of arrangements for a day of rest; from the times of 
the Babylonians, whose weekly pause presented marked con- 
trasts to that of the Jews, down to recent times in which the 
religious sanction has disappeared in some countries; the Republic 
of Brazil, e.g. enacting that the day of rest should be known 
not as the Lord’s Day, but as man’s day. Die Juden und der 
Handel in Liibeck. FE. Baascu. About the part played by the 
Jews in the industry of Liibeck from early times. 
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Giornale degli Economisti (Rome). 


NovemMBER, 1922. La pressione fiscale ed il problema del pareggio. 
G. Boreatta. On the maintenance of budgetary equilibrium. 
Inflazione monetaria e corso dei cambi. Marco Fanno (con- 
tinued). 

DrceMBER. Inflazione monetaria e corso di cambi. Marco Fanno. 
This article deals with the course of foreign exchanges on the 
hypothesis of a variable par. Jntorno al beneficii del produttore. 
G. Sensini. Referring to his article in the issue of March, 1922, 
the writer concludes his disquisition on the profits of the producer, 
which he finds to be zero for margins rather than for totals. 


Giornale degli Economisti (Rome). 


JANUARY, 1923. Una statistica internazionale delle spese militari. 
Futvio Zuaaro. A comparison between different nations in 
respect of the amount of military expenditure and its proportion 
to the total expenditure of the State, now and in 1913. £.g. for 
the United Kingdom the military expenditure was nearly, in 
thousands of gold francs, 2,170,000 in 1913-14; in 1922, 3,832,000, 
which at the prices of 1913 become 2,586,000; the percentage 
of military on total expenditure was in 1913-14, 41:4; in 1922, 
17°6. The corresponding figures for France are: military ex- 
penditure in 1913-14, 1,807,000; in 1922 (at the prices of 1913), 
1,500,000; the percentage of military to total expenditure was 
in 1913-14, 35°7; in 1922, 14°7. Schemes of comparative 
statistics are proposed in the hope of their being used in future 
by the League of Nations for the reduction of armaments. J. Porti. 
EpricaRMo CorBino. A description of four Italian harbours. 


La Riforma Sociale (Turin). 


NOVEMBER-DECEMBER, 1922. JI livello del protezionismo in Italia. 
F. A. Repact. Out of the mouth of business men are proved 
the injurious results of the recent increase in Italian protection. 


La Reforma Sociale (Turin). 


JANUARY-FEBRUARY, 1923. Su l’emigrazione Italiana. Dr. ALBERTO 
GeIssER. II fallimento fiscale. 


Revista Nacional de Economia (Madrid). 


Vout. XIII., No. 40. Evolucidén de la moneda en Espana. A. V. 
EscupEero. A history of Spanish money from the seventh 
century, B.c. La politica commercial de los Estados. W. P. 
Unipos. The writer professes to apply a theory of Protection 
which he explained in a former number, Vol. X., No. 30. La 
teoria de las disponibilidades. G.BERNACER. What the practical 


man means by “ disponibilities’’; and the connection of this 
conception with economic crises. El ahorro en Espana. Saving 
in Spain. 


Social Science Quarterly (Peking). 


Vou. I., No. 1. The periodical started by the National University, 
Peking, begins with an attractive programme: The Theory of 
Money and the Standard Problem, Prof. M. Y. Kou; The Begin- 
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ning of Systematic History in China, Prof. Cuu-Hs1-Tsu; A 
Critical Comment on the Socialist Movement, Prof. L. K. Tao; 
together with articles of legal and political interest. But the 
articles being written in Chinese defy our powers of interpre- 
tation. 





NEW BOOKS. 
English. 


Asuury (Str WiitaM). Scientific Management and the Engineer- 
ing Situation. (Sidney Ball Memorial Lecture.) Oxford University 
Press, etc. Pp. 28. 


CoHEN (JosePH L.). Workmen’s Compensation in Great Britain. 
London: Post Magazine. 1923. Pp. 232. 

[A statement of the existing laws, with some account of their working and 
the problems which it raises. ] 

Diesen (Emit). Exchange Rates of the World, January 1, 
1914—December 31, 1921. Vol. I. Amsterdam, Berlin, Christiania, 
Copenhagen, Helsingfors, London, Paris, Riga, Stockholm, Zurich. 
Christiania : Okonomisk Literatur. 1922. 

[An invaluable work of reference, with explanations in English, giving the 
rates of exchange in each of ten centres named above, daily for the eight years 
in question, on the principal countries of the world. It is proposed to continue 
the work and to bring it up to date.] 

Forp (Henry). My Life and Work. London: Heinemann. 


1922. Pp. 289. 12s. 6d. net. 


GipE (CHARLES). Effects of the War upon French Economic 
Life. A collection of five monographs edited by Professor Gide. 
Oxford : Clarendon Press, etc. 1923. Pp. 197. 

[The effects of the war on French Merchant Marine, Textile Industry, Finance, 
Commercial Policy and Labour are treated by five well-known experts. ] 

Hawtrey (R. G.). Monetary Reconstruction. London: Long- 
mans. 1923. Pp. 147. 

[To be reviewed. ] 

Hecxscuer (E. F.). The Continental System. An economic 
interpretation. London: Milford. Pp. xvi + 420. 4s. 6d. 


Howarp (WattTER). The Great Industrial Problem. London: 
King. 1922. Pp. 16. 6d. 


Howe. (J. Rysr). The Productivity of Hill Farming. Being 
the report of an inquiry in three typical districts. Oxford : University 
Press. 1922. Pp. 23. 


JorpAN (HERBERT W.). Howto Form a Company. (Fifteenth 
edition). London: Jordan and Sons, Ltd. 1922. Pp. 103. 
[This well-known and useful handbook of special information has proved its 


utility by its frequent reissue since 1913. The summary of necessary facts is well 
given, and particularly the series of forms and documents which the incorporation 


of a public or private company require.] 
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KarisBerG (Dr. B.). History and Importance of the German 
Control of Emigrants in Transit (translated). Hamburg: Enoch. 
1922. Pp. 149. 


[The German original is mentioned in the Economic JournatL, Vol. xxxii. 


MatinowskI (B.). Argonauts of the Western Pacific. An account 
of native enterprise and adventure in the Archipelagoes of Melanesia, 
New Guinea. London: Routledge. 1922. Pp. 527. 2ls. 


MarsHALL (ALFRED). Money, Credit and Commerce. London: 
Macmillan. 1923. Pp. 369. 


Narain (Bris). Source Book for the Study of Indian Economic 
Problems. Lahore: Punjab Printing Works. 1922. Pp. 435. 
Rs. 3. 

[An introduction to the study of official reports on Indian economic questions, 
The author is Professor of Economics at Lahore. ] 

Lee (Joun). Industrial Organisation. London: Pitman. Pp. 
viii + 121. 5s. 

Rasin (Dr. Atots). Financial Policy of Czechoslovakia during 
the First Year of its History. (Carnegie Endowment.) Oxford: 
University Press. 1923. Pp. 155. 

[The author, who has recently fallen by the hand of an assassin, was Minister 
of Finance for his country.] 


Rav (B. RamacwanpDRaA). Calcutta: University. 1922. Pp. 301. 


Sasty (K. R. R.). The Madura Gilds. Madras: Law Printing 
House. 1920. Pp. 31. 


Settlements and their Outlook. An account of the first inter- 
national Conference of Settlements. London: King. 1922. Pp. 192. 


SHADWELL (A.). The Engineering Industry. A chapter in 
industrial history. London: Murray. Pp. vi+ 90. Ils. 6d. 

SHELDON (OLIVER). The Philosophy of Management. London : 
Pitman. Pp. xvi + 296. 10s. 6d. 


Stott (SmR Oswatp). More Broadsheets on National Finance. 
London: W. J. Roberts. 1922. Pp. 183. 2s. net. 


TILLYARD (FRANK). The Worker and the State, Wages, Hours, 
Safety and Health. London: Routledge. Pp. viii + 298. 10s. 6d. 


VarMA (D. M. L.). The Labour Problem and its Complete 
Solution. A complete co-operation and co-ordination between 
capital and labour. Budaun: Gokulmwas. 1922. Pp. 188. Rs. 3. 

(The book purports to be an application of communistic principles to 
individualism. } 


Wess (SIDNEY and Beatrice). The Decay of Capitalist Civil- 
isation. London: Allen and Unwin. 1923. Pp. vii + 180. 4s. 6d. 


[Several of the above-mentioned books are to be reviewed. ] 


American. 


FisHerR (Irvine). The Making of Index-Numbers. Boston: 
Houghton. 1922. Pp. 526. 


[Reviewed above. ] 
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Incotts (W. Renton). Wealth and Income of the American 
People. York, Pa.: Merlin. 1922. Pp. xiv + 321. 

[It is estimated that when deflation is completed the gross income will not 
exceed $37,500,000,000. J 

Kosayasut (U.). Military Industries of Japan. New York: 
Oxford University Press. 1922. Pp. 269. 

LEVERMORE (CHARLES H.). Second Year of the League of Nations. 
Including the complete story of the Washington Conference with the 
complete texts of Treaties and Agreements. Brooklyn: Daily Eagle. 
1922. Pp. 423. 

Lincotn (Epmonp E.). Applied Business Finance. Chicago : 
Shaw. 1922. Pp. 772. 

Conant (LutHerR). A Critical Analysis of Industrial Pension 
Systems. New York: Macmillan Co. 1922. Pp. 267. 


Manaotp (G. B.). Children Born out of Wedlock : a social study 
of illegitimacy, with particular reference to the United States. 
Columbia, Mo.: University of Missouri. 1921. Pp. x + 209. 


Watkins (Gorpon §.). An Introduction to the Study of Labour 
Problems. Boston: Harrap. Pp. xv + 664. 10s. 6d. 


WERTENBAKER (T. JEFFERSON). The Planters of Colonial Virginia. 
Princeton : University Press. 1922. Pp. 260. 

[Contrary to the received belief that the land in colonial Virginia was early 
divided into large plantations tilled by indentured servants, it is shown from 
original sources that white yeomanry formed 90 per cent. of the landowners. 
These small holders were much injured by the Navigation Laws. There super- 
vened the introduction of slaves, which arrested the immigration of English. ] 

WESTERGAARD (H.). Economic Development in Denmark before 
and during the World War. (Carnegie Endowment.) New York: 
Oxford University Press. 1922. Pp. xii + 106. 


French. 


BourpEAU (JEAN). Tolstoi, Lénine et la Révolution russe. 
Paris: Alcan. 1921. Pp. 225. 


Russie: La dette publique de la Russie. Paris: Puyot. 1922. 
12 fr. 


[Essays by Raffalovich and other well-known writers.] 


German. 


Etster (L.), and others. Handwérterbuch der Staatwissenschaften 
Vierte Auflage. Jena: Fischer. 


[The fourth edition of this well-known dictionary includes an article by Dr. 
Stephen Bauer on a subject which he has made his own—legislation for the pro- 
tection of Labour. An introduction explains the definition, origin and char- 
acteristics of such legislation. There follows a detailed description of enact- 
ments in different countries, priority being given to the more efficient systems. 
The section begins with Great Britain. The last section deals with international 
legislation. ] 

Fiscuer (Dr. Cart Avcust). Vom Staatsbankrott. Karlsruhe : 


Braun. 1922. Pp. 141. 


[A second much-altered edition.] 
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Fonk (Dr. Martin). Wirtschaftspolitische Stellung und Welt. 
wirtschaftliche Bedeutung der Freien Stadt Danzig. Danzig: Kafe. 
mann. 1923. Pp. 232. 

[Articles by different writers dealing with various aspects of economic life 
in the Free State of Danzig are edited by Dr. Funk, who is the Director of the 
Statistical Bureau in that State.] 

Haun (Dr. W.), and Linienretp-Toat (A. V.). Die Neue Kurs 
in Russland. Jena: Fischer. 1923. Pp. 108. 


GaTzEN (Wirt1amM A.). Gulliver’s Wé&ahrungsanierung: Die 
fehlende Special-wissenschaft des Wert-Messwesens. 

(The author describes as an expert (Berater) in the special branch of science 
which deals with the measurement of value.] 

Heymann (Dr. Hans). Die Vélkerbank. Berlin: Rowohlt. 
1922. Pp. 61. 


LierMANN (R.). Die kommunistischen Gemeinden in Nord- 
amerika. Jena: Fischer. 1922. Pp. 95. 10 M. 


[A concise account of experiments in communistic life.] 


WINELER (DR. W.). Die Statistischen Verhaltniszahlen (Wiener 
Staatswissenschaftliche Studien). Leipsic. Deutiche. 1921. Pp. 
178. 


Italian. 


Bacuti (R.). L’Italia economica. Nel 1921. Turin: La Riforma 
Sociale. 1922. Pp. 460. 


[The thirteenth issue of the year-book published under the auspices of La 
Riforma Sociale.] 


CaLANDRA (ANTONIO). La ripercussione dell’ importa sul reddito. 
Turin: Bocca. 1923. Pp. 140. 


Mortara (G.)._ Prospettive economiche, 1923. Citta di Castello: 
Societa Leonardo da Vinci. 1923. 


[A review of Italy’s economic condition during 1922 leads to the conclusion 
that she has passed through the trough of the depression and that the beginnings 
of a trade revival are indicated. High prices in Italy and vigorous competition 
abroad are hampering her exports of silk, cotton ond olive oil, but on the whole 
production of most commodities is increasing. It is interesting to note that in 
spite of coal difficulties, there is an improvement in the iron and steel industries, 
and railway traffic has increased, the various lines working with greater frequency 
and regularity. There is also a greater demand for hydro-electric energy in 
industry. National expenditure is slowly decreasing, the revenue slowly 
increasing. The withdrawal of immigration restrictions in the United States 
would, the author thinks, do much to assist Italy’s economic revival.] 


Marconanl (F.). Il carattere contingente delle forme economiste. 
Turin: Viano. 


Prato (G.). Francesco Ferrara of Torino, 1849-59. Turin: 
Bocca. 1923. Pp. 


[A memoir presented to the Turin Royal Academy of Sciences.] 


Zuccr (E.). Le banche di depositi. Roma: L’editoriale. 











